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Marketing Opinions
THE exports of France, it is often
said, bring an excellent profit to
the country because, in many instances,
the chief worth of the product is in its
design and the skilled effort expended
upon it, rather than in the materials
used. When a woman buys a Parisian
hat or gown, she pays more for design
and craftsmanship than she does for
materials. It is presumably more profit
able to export lingerie than locomo
tives. Herein lies a thought for the
accountant.
When an accountant has the ability
and opportunity to express judgment
upon important business transactions,
he is marketing a product in which his
immediate out-of-hand costs are small
and his professional returns relatively
high. To illustrate, a well-known ac
countant devotes two days a month to
advisory work for a large corporation,
and receives for this service $3,000 per
month. In order to make a similar
return from ordinary accountancy en
gagements, he must employ and super
vise a large staff and undertake responsi
bilities to many clients.
Now, of course, auditing work of the
ordinary type is the backbone of ac
countancy practice, and the ability to
render sound opinions, as well as the
opportunity to obtain requests for such
opinions, comes from the workaday
performance of accountancy duties.
Many accountants, however, fail to see
the advisory opportunities in their
profession, and do not educate their
clients to the thought that the account
ant, as well as the lawyer, is entitled
to render opinions and to charge for
them what they may reasonably be
worth. Herein lies the greatest un-
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No. 8
“When a Man happens to break in

ACCOUNTANCY legislation is a
moot question wherever account
ancy affairs are discussed. The exclu
sive American publication of Colonel
Montgomery's epoch-making paper on
this subject, as delivered this month in
Amsterdam, is given in this issue of
The Pace Student. A discussion of
the paper, made by Homer S. Pace at
the request of Colonel Montgomery, will
appear in the August issue.

—The Editor.

developed field of accountancy practice
—a field to which every practitioner
should give thought as he develops in
ability and moves upward in affairs of
practice. Clear thinking is a personal
attribute and does not require a large
staff.

The Dutch as Accountants
OTHING could be more appro

priate than the holding this year
N
of the International Congress of Ac

countants in that Holland city of trade
and industry—the City of Amsterdam.
As accountants we are indebted to all
the countries of Europe for a rich heri
tage of theory and procedure, and per
haps as much to Holland as to any other
country.
The reputation of the Dutch for
integrity in business and proficiency
and exactitude in accounting was wellestablished in the time (around 1700)
of Sir Richard Steele, who, in con
junction with Addison, made the Spec
tator immortal. Steele gave expression
to his admiration of the Dutch in the
following words, which are of par
ticular significance in connection with
the world-wide convention to which
this magazine is devoting so much
space in the current issue:

Holland, they say of him he has not

Kept his Accounts. This Phrase per
haps amongst us would appear a soft
or humorous way of speaking, but
with that exact Nation it bears the
highest Reproach; for a man to be
mistaken in the Calculation of his
Expence, in his Ability to answer future
Demands, or to be impertinently san
guine in putting his Credit to too great
Adventure, are all Instances of as much
Infamy, as, with gayer Nations, to be
failing in Courage or common
Honesty.

Accountants at
Amsterdam
HE late June steamers carried many

accountants who were bound for the
T
International Congress of Accountants,

which was held in Amsterdam on July
6th. Some of these accountants are
leaders in affairs of practice and in edu
cation, while others are young in prac
tice and are traveling to Europe for the
first time. America, it is satisfactory
to know, will be well represented in
this noteworthy affair.
We make available in this issue the
paper delivered by Colonel Robert H.
Montgomery, chairman of the New
York Society delegation, on “Legisla
tion for the Profession.’’ We are for
tunately able also to publish a bio
graphical sketch of Colonel Mont
gomery, by the well-known writer,
Allen Chaffee. At the request of Colonel
Montgomery, a discussion of his paper
was prepared by Homer S. Pace, to be
presented to the Congress of Account
ants in conjunction with the presenta
tion of Colonel Montgomery’s paper.
This discussion, which is in the nature
I
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of a criticism, will appear in the August
issue.
Accountants and accountancy stu
dents are everywhere giving thought
to the problems of legislation, upon the
correct solution of which the future of
accountancy in America so largely
depends.

The Spread
S early as 1692, the Reverend

Robert South, noted English Di
A
vine, said: “As the accompt runs on,

generally the accomptant goes back
ward.” The statement still holds true,
and the spread that exists in the work
of the accountant between affairs that
are current, and therefore of vital im
portance to management, and affairs
that are of mere historical significance,
is too great. One way to overcome this
spread, which reacts in many ways un
favorably to the accountant, is by
means of continuous auditing performed
each month—by moving forward in
critical review side by side with man
agement. Continuous auditing pro
duces a better moral effect upon the staff
than historical research in the preceding
year’s transactions; it stabilizes the
employment of staff assistants; and,
above all, it is of immediate and current
use to management. Notwithstanding
numerous examples of current and con
tinuous auditing, Reverend South, if he
were again sending forth his darts of
sarcasm, might be justified in saying all
too often, as business goes ahead, the
accountant goes backward.

Assimilation
ACQUIRING knowledge of the
theory and technique of a profes
sional work such as that of medicine,
law, or accountancy, is fully as much a
matter of assimilation as it is of specific
and conscious study. The student has
to live—by reason of his study of the
printed page, his contact with teachers,
his association with fellow students,
and his contact with actual work—in
the environment of the profession for
which he is qualifying. Specific study
and specific recitation are, of course, at

the base of it all, but there must be the
unconscious absorption of the atmos
phere of the profession itself.
In order to get yourself in the way,
Mr. Accountancy Student, of thinking
as the accountant thinks, you must read
accounting books and magazines, dis
cuss technical accounting matters with
other students, and sooner or later
establish contacts with practicing ac
countants. The practices and tradi
tions of any profession, more than can
be calculated, are thus carried along by
general reading and personal contacts.
You must, therefore, as an accountancy
student, look well to all the incidental
means by which accountancy tradition
and practice may be absorbed as an
incident to prescribed study.

Do You Belong?
N accountancy society of one kind

or another is available for every
A
accountant, and presumably for every

accountancy student. There are two
national societies of accountancy prac
titioners, a national cost accountants’
society, many state societies of ac
countants, various students’ societies,
and societies of bookkeepers and con
trollers. Surely there is one or more to
which you are eligible or to which you
may shortly aspire to membership.
Great economies and results are to be
gained by group action—that’s the
way we win wars, build automobiles,
run the railroads, operate hospitals,
and play games. It’s kinky and all
wrong to attempt to play a lone hand
in the modern game of life. You in
evitably receive much by reason of the
group action of your fellows, and you
are not playing the game if you do not
contribute your share.
In accountancy, therefore, set about
doing your share, not so much with the
thought of immediate self-gain, but in
the hope of liquidating your obligation
to your fellow accountants.

Fixing the Fee
WELL-KNOWN lawyer recently
remarked that he made his charge
for professional services on the basis of

the work he did, and not on the basis
of the volume of future work which
he hoped to receive from the same
client. His point was, that it is wrong
to make an inadequate charge in the
hope that it would improve relations
between himself and client, and bring
him future engagements which would
compensate him for an inadequate
charge on the work already performed.
Many accountants are making the
error that this attorney has avoided.
A business house needing the services
of an accountant will often shop around,
under conditions as they exist at pres
ent, and have two or three different
firms of accountants give an estimate
of the cost of the work to be done.
The connection that would result from
doing the work may seem to be an
attractive one, and the accountant is
often tempted to make a price that will
barely cover the outlay that must be
made, with the hope that in the course
of time he can develop the work and
obtain satisfactory fees. It may even be
that some firms have a settled policy of
establishing initial connections in this
way.
This practice is wrong from every
viewpoint, including that of self-inter
est. It causes unseemly and ruinous
competition, lowers accountancy in the
estimation of the business public, and
establishes a low and unproductive
scale of charges for the firm that mis
takenly follows this policy. The mem
bers of the older professions have long
since found out that a procedure of this
kind reacts unfavorably toward the
profession and toward its individual
members.
Right-thinking accountants every
where are losing an occasional engage
ment because of this ruinous policy on
the part of a few of their fellow ac
countants. They will continue to lose,
and the aggregate returns to the pro
fession will be reduced, until their
example and the soundness of their
position shame their weaker brothers
into ethical practicals, and convince
the business public that it is more
satisfactory in the long run to employ
the accountant who charges a fair fee
for each engagement as it is completed.

Legislation for the Accountancy
Profession
Classes of Legislation
Review of Enactments,
Foreign and Domestic
Paper Presented at Inter
national Convention of Accountants in Amsterdam
By Colonel Robert H. Montgomery
egislation for the profession
of the public accountant falls into
two classes: viz., (a) legislation
which merely permits members of the
profession to organize societies or guilds,
make their own rules and regulations,
and which extends no special privileges
or protection to the members in their
professional practice, and (b) legisla
tion which purports to recognize the
profession as such, and which grants to
those who are qualified to take advan
tage of the legislation rights or priv
ileges which are denied to all who do
not so qualify.
The time allotted to me will not per
mit of any discussion of class (a), which
may be termed legislation for the social
or educational betterment of the pro
fession. In the course of my paper I
shall allude to the unquestioned advan
tages of societies and other groupings
of accountants for their mutual benefit.
Since there is no division of opinion
regarding the advantages of such organ
izations, we need not take time to dis
cuss the many types of such organiza
tions which now exist.

L

Lack of Uniformity in Title
and Legislation

When we deal with legislation which
affects the profession in its contacts
with the public, as distinguished from
its social contacts, and thus approach
the financial phase of our work, we find
a great lack of uniformity in different
countries and an equal lack of uniform
ity among the individual states in the
United States of America.
The professional accountant through
out the world is known as a public
accountant, just as lawyers and doctors
are everywhere known as lawyers and
doctors. But the accountants them
selves have endeavored to improve the
descriptive term with a result which is
confusing and in some cases amusing.

THE profession of accountancy, more
at this time than ever before, is
confronted with serious problems with
respect to legislation. The time is
opportune, therefore, for the world-wide
review and study of this subject made
by Colonel Montgomery, the results of
which are embodied in his address
made this month in Amsterdam. In
conjunction with this address, herewith
presented, the biographic sketch of
Colonel Montgomery appearing else
where in this issue is of interest. A
review of Colonel Montgomery's ad
dress, by Homer S. Pace, will appear
in the August issue.—The Editor.

I am inclined to think that the lack
of uniformity in title has actually hamp
ered useful legislation. We find that
in proposed or actual legislation pro
fessional accountants have called them
selves Chartered, Certified, Incorpora
ted, Registered, Authorized, Expert,
Certificated, and Special. It is unfor
tunate that there should be so many
variants. The professional accountant
should have the same title throughout
the world. I can think of no more use
ful action for this Congress than to
bring about a reform in terminology
in many branches, particularly in what
we call ourselves.
Taking up the discussion of the leg
islation which affects our pocketbooks,
I shall not take the attitude which is
assumed by some of my friends. No
one has a greater love for the profession,
its traditions, its responsibilities, and
its future than I have; but, after all,
most of us work year in and year out to
earn our daily bread in the practice of
the profession we have adopted. In
my study of the attempts to secure reg
ulatory or monopolistic legislation, I
have been amused to read some fervid

speeches which state that the desired
legislation is for the sole and exclusive
benefit and protection of the public,
and that the motives of the account
ants are purely altruistic. Such state
ments do not bear the stamp of sincerity.
I seriously doubt whether the legislators
to whom such words are addressed
believe them. If they do not, it is not
strange that most attempts to secure
restrictive legislation have resulted in
failure.
In any event, if restrictive legislation
is the most desirable form of legislation,
it has not made much progress. Its
slow growth may be due to the absence
of any legitimate demand for it. In
the United States there has been little
demand for restrictive legislation from
the public; the demand has arisen
almost solely from members of the
profession. It is not necessary to
analyze the motives to see if they are
praiseworthy or selfish; except that if
wholly unselfish and if the basis were
sound, it is probable that more progress
would have been made.
I speak with some knowledge of leg
islative history, since I participated
actively in the passage of the Certified
Public Accountant (C. P. A.) law
by the Legislature of Pennsylvania in
1898 and also in the effort to secure
restrictive legislation in New York
State in 1924. In the interval every
state except New York (which had
passed a C. P. A. bill in 1896) enacted
a somewhat similar act. But all of this
was legislation for and by the profession.
It was not for and by the public.
As a general discussion usually is not
helpful, I shall devote myself to an
inquiry into the most desirable form of
legislation in the future. I think that
I state the plain truth when I say that
legislation and attempts at legislation
up to now in Great Britain and the
United States have been unsatisfactory.
Great Britain seems to be content with
3
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her lack of general restrictive legis
lation and with two societies of pro
fessional accountants. In the United
States the apparent trend towards gen
eral recognition of the title C. P. A.
received its rudest shock in 1925, when
the legislature of the state of Illinois
practically wiped out the classification
in that state; subsequently, the new law
has been declared to be unconstitutional
and the old C. P. A. law is again in
effect.
Comparison with Legal Profession
In New York State the legal pro
fession may be said to have nearly
approached what I may call a working
ideal. What I mean is that the only
obstacle to perfection is the fallibility
of mankind. The overwhelming major
ity of practitioners are in accord with
the published code of ethics, there is
only one governing body, and the stat
ute law of the state affords ample
power to punish. In practice some who
are not qualified professionally are
admitted to practice, some who are dis
honest practice for a while, but on the
whole the public is content and the
profession is protected. When a quali
fied lawyer comes to New York from
an adjoining state, the way is made
easy for him to practice in New York.
But even in law, with its history and
traditions, there is much that is objec
tionable, since in the adjoining state
of New Jersey the rule and practice
are different from that in New York.
I think it is a fair statement that in
fifty years the New Jersey bar has gone
back rather than forward. It may be,
probably is, due to their highly restric
tive rules. The New York bar has gone
steadily forward. The liberality of its
rules has not been a detriment.
Strange as it may seem, accountancy
legislation in New York has not fol
lowed the liberal practice of the pro
fession of the law in New York State,
but rather has proceeded along the New
Jersey lines. Today, as twenty-five
years ago, a C. P. A. from another state
finds it difficult, if not impossible, to
secure a similar certificate in New York
State. The way is made so hard that
many accountants now living and prac
ticing in the front ranks of the pro
fession in New York are not C. P. A’s
of New York. The same condition exists
in a few other states. It is a condition
which is not creditable to New York,
nor has it been helpful in the enactment
of restrictive or any other kind of leg
islation affecting the profession.
A few attempts have been made to
secure federal legislation or recogni

tion, all of which were doomed to
failure before they started. Our federal
Congress properly refuses to pass laws
which are better dealt with by state
legislatures.

Less Legislation Better
for Profession
In my opinion there should be less,
rather than more, legislation for the
profession until we know ourselves and
our needs better. We should broaden
our local and national bodies, so that
the young and aspiring student should
be welcome, keeping out only the ob
viously unfit. We should have the
closest cooperation between local bodies
and one national organization. The
student and junior practitioner should
not have to choose between rival organ
izations, since what they need is educa
tion and experience and professional
guidance. The entire effort should be
educational and social. It is not neces
sary to secure a law to enable one to
help a younger brother along the hard
path we trod, to take his hand in
friendly assistance and lead him over
the pitfalls of which we learned by
bitter experience. Professional educa
tion and professional intercourse may
be promoted without outside help. If
we attain success in this and we find
that we need legislation, restrictive or
corrective, it will be given for the ask
ing. I am not sure that it will add to
our happiness or our financial profit.
The more that we ask from legislation
the more we limit our possibilities. In
many respects we must choose between
the circumscribed area of the piece
worker, who lives by and on restric
tions and inhibitions, and the freedom
of the artist who improves without
limit, who works eighteen hours a day
if he likes, and who charges what he
likes for what he creates. In one case
there is little or no individuality; in the
other there is nothing else.
New York State an
Illustration
Since New York State was the first to
enact C. P. A. legislation (in 1896), it
has the longest history; since it has
created more C. P. A’s than any other
state and has more use for professional
accountants than any other state, it
affords the best illustration of the value
of C. P. A. legislation.
To a very large degree the value is
negative. The best proof of this is
found in two tests. The first, which
has been continuous almost since 1896,
is the effort to compel, and lacking the

power to compel, to persuade the busi
ness public to employ holders of New
York State certificates in preference to
non-holders. The effort has been so
much of a failure that I am quite con
vinced that at least seventy-five per cent
of all important professional accounting
work now being done in New York
is in the hands of accountants who do
not hold New York State certificates.
And since New York State does not
recognize the certificates issued by other
states, the legal effect of work done in
that state by holders of certificates is
sued by other states is precisely the
same as if they were not C. P. A’s.
Probably all of our large financial
institutions and all other grantors of
credit maintain lists of accountants
whose work is acceptable to them.
Surely, the highest test of acceptability
lies in the selfish test. I may be elo
quent in what I advise others to do; I
may commend this and condemn that,
and most of it may be a passing fancy
or an opinion uttered on the spur of the
moment, but what do I do when my
own money is at stake? That is the
major test in the employment of ac
countants. In actual practice I find
that the officers of financial institutions
on request say nice words about the
C. P. A’s of New York. But I also find
that their lists of acceptable account
ants, containing the names of those on
whom they rely when they loan or
invest their own money or the money of
others, contain the names of firms, a
majority of whose members are not
affected in the slightest degree by New
York State legislation. And this is
without prejudice on their part. They
have nothing against the legislation
which has been in force for thirty years.
It merely means nothing to them.
Thus the first test proves that the
discriminating public refuses to recog
nize any superior merit in accountants
around whom the mantle of legislation
has been thrown.
The second test lies in the utter lack
of public demand for legislation affect
ing accountants. I have looked for this
for nearly thirty years and without
success. It is true that some of us have
as a result of indefatigable labor created
a demand, but it would be incorrect to
characterize the demand as spontaneous.
We have gone to our friends and asked
them to write something in favor of
restrictive legislation for accountants.
First, they ask us to explain in simple
language what we are talking about.
Then they say: “It sounds all right, you
write the letter and we will sign it.”
The foregoing is a strictly accurate
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picture of the interest which the public
in the United States takes in legislation
for accountants.
Is the inference not irresistible that
the controlling reason for the lack of
interest lies in the simple truth that
there is no need for legislation? If there
were any widespread dissatisfaction
with the conduct or work of account
ants who are not subject to state or
national laws, it would with us be but
a short time before legislation would be
initiated by those who suffer from a
lack of it.
Education Superior to Legislation

The standing of the profession today
is immeasurably greater than it was
thirty years ago. But this, in my
opinion, is due in small degree to legis
lation, except insofar as legislation has
influenced the educational standards of
students. I believe that the universal
rule of the survival of the fittest would
have produced the same result. Before
there was any legislation, the leading
accountants were the most intelligent.
Today, our schools and universities
are developing curricula which are
rapidly improving, and in a short time
will afford satisfactory preliminary
training and elementary practice; to
day, the numerous societies of account
ants are affording ample facilities for
students to acquire technical training,
not as satisfactory as might be desired,
but there is much unselfish and intel
ligent research work being done by the
officers and committees of our societies
and marked improvements in the educa
tion of the student and young practi
tioner can be noted.
Here, in my opinion, lies the hope of
the future, as it has been the cause of all
that is best in our profession today.
I do not know much about the stu
dents’ societies in Great Britain, but for
nearly forty years I have known of their
existence. I have followed their pro
gress, and so far as I was personally able
I emulated their example some twentyfive years ago ‘when I commenced to
participate in student work. In all
these years I have continued my inter
est. It has helped me to retain my
pride and satisfaction in being identified
with a noble profession—one which
permits of worthy ambition, demands
zealous attention, holds forth the high
est ideals, and demands unflagging per
sistence and energy. There is no joy
akin to that of the student, young or
old. The acquisition of knowledge is a
constant delight. It is a great and
serious privilege to belong to this pro
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fession. Let us not belittle it nor our
selves in unworthy attempts to secure
legislation which has for its sole object
our financial betterment.

Legislation for Older
Professions
It may be asked how our profession
can get along without legislation when
the older professions of law and medi
cine are subject to rigorous restrictive
laws. The answer as to medicine is
simple. There is a pronounced public
demand for the registration and super
vision of medical practitioners in order
that life may not be endangered by
unqualified practitioners. And yet as
recently as last year in one of our largest
states, it was found that state licenses
were being issued to unqualified appli
cants and lives were lost due to mal
practice. Legislation, even when justi
fied, may be harmful. The state threw
the mantle of proficiency around those
who were unfit, and the public were
deceived and lulled into a false security.
It is wholly unlikely that malpracti
tioners could have joined their local
medical societies or secured any recogni
tion if they had not secured licenses
from the state. They would then have
had to depend solely on reputation, as
accountants do today. The theory of
the examination, registration, and
supervision of the medical profession
is a good one; but it needs rigorous
administration.
In the case of the profession of law
we cannot measure the demand for
restrictive legislation, since it is one of
the things of which we approve be
cause we are used to it. The registra
tion of lawyers affords a convenient list
of practitioners who have passed cer
tain examinations, and who become
eligible to certain perquisites which
are withheld from the laity.
Legislation in Different
Countries
I shall briefly comment on legislation
and attempts at legislation in various
countries. My information is not in all
cases up to date, and in some cases I
have had to depend on translations and
casual Correspondence. I feel sure that
some of the data is not strictly accurate;
nevertheless, it suits my purpose since
the only use I have made of it is to draw
general conclusions. The references re
lating to the period prior to 1905 are in
some cases quoted from the very admir
able book by Richard Brown, C.A.,
‘‘A History of Accounting.” It would
be quite a task to review all legislative

attempts from 1905 to 1926, but it
would be of great interest to the pro
fession, and I trust that some one will
undertake the work.
In the United States (commencing in
New York State in 1896) the legislatures
of all of the states have officially recog
nized the public accountant by creating
the title ‘‘Certified Public Accountant”
(C. P. A.), such title to be granted or
awarded to applicants who satisfy re
quirements, which vary in the several
states, regarding character, education,
and professional skill. Anyone who
holds himself out to the public to be
a C. P. A. who is not a C. P. A. is guilty
of a misdemeanor and may be punished.
The legislation does not restrict prac
tice to Certified Public Accountants
(except in five states, and their laws
may be unconstitutional, as was re
cently decided in Illinois); it merely
protects the use of the title itself, the
theory being that the public will em
ploy certified public accountants in
preference to those who are uncertified;
and thus the protection of the title has
the effect of protecting the individual.
But as there is no inhibition against
practitioners holding themselves out as
public accountants (as distinguished
from C. P. A’s) the element of protec
tion is at least debatable.
In our most populous states the certi
fied public accountants of other states
are not recognized. The reason urged
against recognition is that some un
qualified practitioners might secure the
coveted title and thus bring disrepute
upon the qualified holders. But as
there is nothing at all to prevent any
one, qualified or unqualified, from hold
ing himself out, and practicing, as a
public accountant, and as those who do
not call themselves C. P. A’s are en
trusted with professional work of as
much importance as the work entrusted
to the C. P. A’s, there is little to sup
port the argument that the exclusion
policy of the last thirty years has been
wise.
Looking at the constructive side of
the C. P. A. movement, I think it con
sists almost solely of its educational
stimulus to students and junior practi
tioners. Prior to the passage of the first
C. P. A. law in 1896, the majority of
practitioners were not college graduates.
Under our C. P. A. laws the educational
requirements are in many states as high
(in at least one state higher) than for
admission to the bar or other profes
sions. Perhaps this important develop
ment alone has justified the C. P. A.
movement..
(Continued on page 16)

J. Pryse Goodwin writes on
Accountancy Opportunities
Opportunity for Human Service and Better
ment
Ratio of Practicing Accountants to
Population
Field Uncrowded
MONG high-school and college

graduates, the popular idea of the
Aaccounting
profession would appear to

be “ It pays well but it’s a deadly mon
otonous job.” In addressing myself to
this subject, therefore, I want to call
attention to the fact that accounting is
not a * ‘ rut’ ’profession, that it has human
interest anti possibility for human ser
vice and betterment comparable to
medicine and law.
The profession is far-reaching in its
relations, rendering service to corpora
tions, partnerships, individuals, insti
tutions, etc., and to all forms of indus
try, commerce, and finance. Examina
tions and verifications of earnings and
operations as reflected by the books
and accounts aid in developing desirable
lines of endeavor and increase the
profits therefrom. In addition, such ex
aminations and verifications tend to
expose unprofitable lines or poor manage
ment, the losses from which would
eventually be borne by the public.
Audits and certificates of balance
sheets and of earnings (gross and net)
enable management to obtain the neces
sary working capital, wherewith to in
crease production and commerce and in
turn reduce cost and increase wealth.
They also enable the investing public
to ascertain the working capital and
the ratio of current assets to current
liabilities, the ratio of inventories to
total current assets, the ratio of earn
ings to the capital stock, and other in
formation essential to the determina
tion of safety and desirability of in
vestment.
Installation and improvement of sys
tems of accounts and of internal re
ports reflecting results by functions,
by processes, or by departments, aid
management to operate on smaller in
ventories, to increase production, and
to increase sales and rates of turnover,
and thereby reduce cost, from all of
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A COUNTANCY, according to J.
C
Pryse Goodwin, who is with the
accountancy firm of Peat, Marwick,
Mitchell & Co., is a profession that
has human interest and possibility
for human service and betterment com
parable to that afforded by the prac
tice of medicine and law.
Mr. Goodwin makes this statement
in an interesting article which is one of
a series of vocational articles now
being published by the “New York
Herald-Tribune”—a series in which,
as the “Herald-Tribune” states the
matter, the “opportunities and re
quirements in various lines of en
deavor are discussed by experts for the
benefit of the young men and young
women about to take up their life
work.”
Mr. Goodwin's article deals alto
gether with accountancy and is of so
much direct interest to the readers of
THE PACE STUDENT that it is
reproduced in full.—The Editor.

which the public benefits and profits.
Modern cost systems are particularly
helpful both to employers and to labor.
They enable manufacturers to go ahead
with courage, born of the knowledge
that their costs are accurate, thereby
helping them to meet foreign com
petition, increase output, and stabilize
employment.
The tax service rendered by ac
countants is twofold in its benefits;
it not only assists the taxpayer in
accurate and fair determination of the
amount of his taxes, but in turn ma
terially aids the government in collect
ing what is due.
The profession also renders human
and constructive service in aiding in
the reduction of crime, by educating

the public, particularly employers: (1)
in the moral effect of good systems
of accounts and of periodical audits
and, (2), in the protection furnished
to employers and employees by systems
of internal check and by the applica
tion of constructive and inductive forces
that encourage thrift and offset tempta
tion.
The foregoing paragraphs indicate,
concisely, the character of the ac
countant’s work. Primarily, the pro
fession may be said to call for, not
only a knowledge, but a liking for
mathematics, bookkeeping, accounting,
economics, statistics, industry, com
merce, finance, and commercial law.
There are, of course, other requisites,
such as ability, agreeability, adapta
bility, and, most of all, accuracy. Be
ing based on an exact science, it can
be expected that the work is propor
tionately exacting both upon health
and temperament.
Advancement in the profession is
measured by the following grades: As
sistant, semi-senior, senior, supervisor,
practicing accountant, and the responsi
bilities are in proportion. The years
required to gain the experience neces
sary to practice must depend upon the
opportunities and the ability to take ad
vantage of them. The monetary re
wards are generally recognized as com
parable with those in other professions
and subject to the same seasonal vicis
situdes.
For measuring the opportunity in the
profession, perhaps the best gauge
would be the ratio of the number of
practicing accountants to the total pop
ulation. While perhaps not a strictly
accurate comparison, nevertheless it is
significant that in the United States
the number of public accountants to
the total population is but one-seventh
of the corresponding ratio in England
and Wales.
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The profession is officially represent
ed both by national and state organi
zations. Of the national organizations,
mention should be made of the Ameri
can Institute of Accountants, the Ameri
can Society of Certified Public Ac
countants, and the National Association
of Cost Accountants.
The profession is making a wide ap
peal to young men of higher education;
and, in fitting them for their work, re
markable service is being rendered by
technical educational schools, both pub
lic and private, such as New York Uni
versity, Pace Institute, Columbia, Har
vard School of Business Administra
tion, and others. This effort is now
being supplemented by various pro
fessional accounting organizations
through assistance rendered to students
in bridging the hiatus between college
and the profession. The American
Institute of Accountants, for example,
has only recently organized at its
headquarters, 135 Cedar Street, New
York, a bureau for placements to en
able college graduates to obtain the
necessary contact with the profession.
Its booklet, entitled “What Will You
Do After Graduation?’ ’ compiled by its
special committee on placements, will
be of particular interest to students con
templating this profession. In turn, the
Herald-Tribune is to be congratulated
on developing this constructive series of
articles so helpful to young men in
solving a most difficult problem.
Not the least of the attractions to
the profession are the opportunities
that it affords for studying and analyz
ing at close range the income, expenses,
and financial condition of a wide
variety of industrial, commercial, and
financial organizations, such as manu
facturing, mining, shipping, trading,
merchandising (wholesale and retail),
building and contracting, hotels, hos
pitals, charities, banking and broker
age, insurance, etc. There should also
be mentioned the opportunity to travel.
The experience and training thus gained
are valuable not only in the profession
itself, but also in filling executive posi
tions of responsibility, such as account
ant, auditor, cost accountant, comp
troller, or office manager in commercial
concerns. As in other professions, so
here, it can be stated that hard work
merits its reward; that we never get
out of life more than we put in; and that,
as the Rotarians state it, “He profits
most who serves best.”
Owing to the great number of requests for the‘‘ Choosing
a Profession" series, a booklet has been prepared contain
ing all the articles in the series. It may be obtained with
out charge by writing to Department C, New York Herald
Tribune, inclosing a two-centstamp to cover return postage.

7

Work of Commercial-Paper Broker
Under the second method—accepting
OMMERCIAL paper, as the term is
used in this article, means the un the paper on consignment—the broker
secured short-time promissory notes ofneed not tie up any of his own capital.
merchants and manufacturers, issued to When he sells a note, he receives the
proceeds from the purchaser. He de
obtain funds to finance their current
ducts the commission from the proceeds
business operations. These notes may
be discounted by the concern’s own and remits the balance to the client.
bank; or, if the concern’s credit is
In either case, the commission varies
strong enough, they may be placed with from approximately one-quarter of one
various other banks throughout the per cent. to one-half of one percent. of
country through the medium of com the face value of the paper, the rate
mercial-paper brokers.
depending on the amount of business
The commercial-paper broker came done and the character of risk involved.
into existence shortly after the close of
Practically all commercial paper is
the Civil War, in response to the de sold on ten days’ option—that is, the
mands of the prosperous business houses buying bank takes the paper and is al
of the time for a market for their unse lowed ten days in which to make an
cured notes in excess of that furnished investigation into the desirability of
by their own bank accounts, to enable the note with the privilege of returning
them to convert their excellent credit it at the end of the option period if it is
into current funds and to avail them dissatisfied with the result.
selves of the spectacular bargains offered
It will be noted that the broker works
at the time in the form of “distress” on a very small margin of profit, which
merchandise.
necessitates a quick turn-over of the
The broker has since continued to act paper that he takes. Competition
as intermediary between the business among the brokers is exceptionally
house needing money in excess of its keen, and the successful broker must
regular banking accommodations and be an alert, energetic, and intelligent
the various banks throughout the business man.—Excerpt from the gradua
country with surplus funds available tion thesis of Herman J. Muller.
for sound temporary investment. The
banks were at first somewhat opposed
to the practice, but the experience of
many years and several panics has indi Application of Error
cated the economic soundness of the avoiding Principle to
idea and the safety of the paper as an
investment.
Voucher Form
The broker operates in two ways.
He buys outright the paper of the busi
HE simple rule that recopying should
ness house and sells it to the banks, or
be avoided whenever possible in
he accepts the paper on consignment
order to keep down thelikelihood of error
and remits the proceeds to the business is decidedly applicable in the preparation
house after the paper is sold. Under the of disbursement vouchers. These
first method, he will give his client a vouchers should be designed wherever
check for the amount of the notes issued possible as as to provide for entry and
to him, less the discount to maturity posting either to books of original entry,
at the current market rate, and less his to general ledger records, or to sub
commission. He will then proceed to sidiary analyses from the side of
dispose of the notes at as low a rate of the voucher upon which the original
discount as possible.
distribution is indicated. In other
A keen trader who follows closely words, the voucher should be so de
the trend of the money market can often signed as to make it unnecessary to list
predict with accuracy future money certain information, say on the inside
rates; and when anticipating a falling of a folded jacket, this information to
money market, may make a profit in be later recopied on the outside of the
addition to his commission by trading form. A procedure whereby all in
on this basis. This procedure, however, formation is kept on the inside of the
requires a large investment of capital, jacket, and the number shown in the
and in “tight” money periods often upper right hand corner of this jacket
proves disadvantageous, as the client when folded for filing, has been found
comes to regard the broker almost as a to be highly satisfactory from an
operating standpoint.
banker.

C
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Colonel Robert H. Montgomery
Intimate Sketch of a well-known Accountant
Early Vocational Experiences
Side-lights on
Development of Profession
By Allen Chaffee
ISPOSE of the work before you
as thoroughly as possible and
then enjoy yourself.”
That is the theory on which Colonel
Robert Hiester Montgomery works and
plays. During the summer, when his
professional duties permit it, he comes
to New York but three days a week.
In between, he rides and enjoys his
country place near Greenwich, Connect
icut. Yet, as accountant, lawyer,
author, and tax authority, he has accom
plished an overwhelming amount of
work. For twenty-eight years he has
been a partner of the firm of Lybrand,
Ross Bros. & Montgomery; and during
the war he performed services of great
value to the Government in organiza
tion and price-fixing. His “Auditing”
and “Income Tax Procedure,” outcomes
of his teaching of accountancy, are the
best-known books in their field.

D

Partner in Leading Firm

In 1902, Colonel Montgomery opened
his firm’s New York office, which now
occupies the entire fourteenth floor of
110 William Street. His firm began
practice in 1898 with a staff of two as
sistants and now employs a staff of
nearly five hundred; has offices in six
teen cities, extending from coast to
coast, and numbers among its clients
the largest corporation in the United
States (The American Telephone and
Telegraph Company), New York’s first
great store (the A. T. Stewart store,
now Wanamaker’s), New York’s oldest
firm name (Lord and Taylor), the old
est bank in the Western hemisphere
(Philadelphia’s
Bank
of North
America), and the oldest iron mine in
the country (the Sterling). It has
helped to solve the problems of the
Pittsburgh Board of Public Education,
the City of Detroit, the U. S. Shipping
Board, some of the Liberty Bond drives,
the Philadelphia Committee of the
8

Federal Fuel Administration, the Red
Cross, and the Signal Corps of the U. S.
Army.
It is all the more picturesque, this
preeminence in authorship and ac
countancy, because of the fact that
Colonel Montgomery began at $4.00
a week, and was fired from his first post
“for conduct unbecoming a clerk.”
(He was caught stuffing a wad of paper
down the back of a fellow stock clerk.)

Early Experience
As I interviewed him in his office at
385 Madison Avenue, he told me that
he earned his first money at the age of
fourteen by planting corn and picking
blackberries at fifty cents a day. He
was born in 1872 at Mahanoy City, Pa.,
the son of a Methodist minister, and
secured his formal education at public
and night school. But somehow the
ambitious boy managed to rubAlladin’s
lamp the right way.
“I always wanted to go to West
Point,” he told me, “but I never got
there.” At sixteen he began as office
boy for John Heins, the president of the
American Association of Public Ac
countants and founder of the present
firm—an accountant, who, in an age
when no schools existed in which ac
countancy might be learned, trained his
staff rigorously. In addition, there was
just the right blend of Dutch and Irish
in young Montgomery’s ancestry, for it
wasn’t long before he was promoted.
Ten years later he was junior partner in
that same office, which had become
Heins, Whelen, Lybrand, and Company.
He had to travel a great deal, but he
spent his evenings studying law, and in
1902 he was admitted to the bar in
Philadelphia.
In that same year, after a summer
spent in the Catskill Mountains looking
after the books and accounts of the

Hotel Kaaterskill, he came to New York
to establish a branch office whose net
rental should not exceed its gross in
come, which was sometimes nothing
at all. With this end in view, he secured
at 2.5 Broad Street a room with one
window on a court, and sublet the part
of the room which contained the win
dow. Then some of the prospective
clients sold out. But when the treas
urer of the Union Theological Seminary
died suddenly, Colonel Montgomery
was called in to look after the finances
and to prepare the annual report. When
it came to writing up the books, he
hired an accountant who came supplied
with excellent references as to his work
ing ability, and this man he left in
charge.
“One day,” says Colonel Mont
gomery, “I received an urgent summons
by telephone to come to the Seminary;
and there, in the ecclesiastical atmos
phere, I found my prize accountant—
roaring drunk. Of course, at that time,
the popular definition read: ‘A public
accountant is a bookkeeper out of a
job . . . who drinks.’ That this is
no longer true is due, I think, less to
the Volstead Act than to the higher
average of intelligence to be found to
day among accountants.”
“Next came a shock of a different
nature. I had just started the first
audit of the accounts of R. M. Owen,
the automobile man, when he drew me
to a corner of the neighboring garage
and whispered: ‘I count on you to pro
tect me. I’ve been speculating in Wall
Street, and lost a lot of money, and I’ve
taken it out of the business. You must
cover it up.’ I felt most uncomfortable,
but decided to make no comment till
he had told his story, and asked him to
proceed with it. But he was joking,
and from that day, we have been friends,
and we have more clients arising from
his good offices than from any other one
source.”
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In 1906 Colonel Montgomery was
retained to install a new system of
accounts for the New York State
Hospitals.
In 1909, he and the late Francis F.
White, of Deloitte, Plender, Griffiths
& Co., were selected by the Chamber
of Commerce of the state of New York
to examine and report on the accounting
system of the City of New York.
Colonel Montgomery was admitted
to the New York bar in 1904, “but not
for twelve years after I came to New
York would they have me in the New
York State Society of Certified Public
Accountants,’’ he smiled ruefully. (He
was their president in 1922 and 1923.)
“I had been admitted to the bar of New
York merely on the motion of a lawyer
who knew me, but when I applied for
a C. P. A. certificate in New York, the
authorities said I’d have to take the
examination, and I wouldn’t do it. I
thought that it was time that account
ancy adopted the reciprocal policies of
the legal profession.’’
For a time the Colonel was a specialist
in public utility accounts, but his legal
training has led him to make taxation
his great specialty.
Soon after he became a partner in the
firm, in 1898, he volunteered as private
and served in the Porto Rican Campaign
of the Spanish-American War, in Bat
tery A of the Philadelphia Light Artil
lery. It was there that he became such
an expert horseman that a couple of
months ago, when his mount reared and
fell over backward on him, he came off
with no more than a strained ligament
and was riding again in six weeks’
time.
Good Fortune Attends Him
“I’m not superstitious,’’ he says,
“but I’ve had some close shaves. I’ve
made six trips by airplane between
Paris and London when people on trips
both before and after mine were killed.
Once I learned in mid-flight that the
plane that flew over the same route the
day before had fallen and everyone
aboard was killed. I’ve been in forged
landings, but have always come off
unhurt. When I learned to drive an
automobile, I started out at 55 miles an
hour, sent the car into a ditch and up
the other bank and overturned it, but
emerged unhurt. And I’ve been in rail
road wrecks where people on the same
car were killed.’’ But, he must have
had a four-leaf clover in his pocket.
Once, though, he suffered! It was in
St. Louis in 1904, when accountants
were still sufficiently under British in
fluence to wear “boiled shirts,’’ frock

coats, and silk hats, with the ther
mometer at 100° in the shade. But his
paper, read at the Congress of Ac
countants, attracted wide attention.
Its title was formidable: “The Import
ance of Uniform Practice in Determining
the Profits of Public Service Corpora
tions Where Municipalities Have the
Power to Regulate Rates.’’
With the consolidation of business
which followed the Spanish-American
War, the telephone, typewriter, adding
machine, and loose-leaf ledger began to
be widely introduced; and the account
ant, once employed to locate or prevent
dishonesty, now became confidential
business adviser.
Author, Educator, and Tax Authority
Colonel Montgomery was one of the
three or four Philadelphia accountants
to underwrite the evening school of the
University of Pennsylvania (The Whar
ton School of Finance and Commerce)
and to teach the first classes. “It was a
matter of luck,’’ he says, “which sub
ject any one of us would handle, but
auditing was assigned to me. Seeing
the need, in 1905, I brought out an
American edition of Prof. Dicksee’s
British book on auditing, and later
wrote one of my own. In it I had a
section on federal taxes, which later
became more important than the book
itself; so I brought out a separate tax
book.’’
That first book, “Auditing, Theory
and Practice,’’ has undergone successive
reprintings, and was later revised to
fill two volumes. The latest publica
tion is a students’ edition, “Auditing
Principles.” His “Income Tax Pro
cedure,” now in its tenth annual edi
tion, with his “Excess Profits Tax Pro
cedure” and “New York State Income
Tax Procedure,” are interpretations of
the complicated federal and state tax
laws that will answer about 98 ques
tions out of 100 for the bewildered
business executive, and contain the more
significant decisions of the Treasury
Department, with fearless suggestions
of certain telling improvements in both
the law and the interpretations of the
law that the Department has made.
Indeed, the Colonel has more than once
taken a stand at issue with the Treasury
Department which has since been
adopted by the Department.
The conducting of special courses in
accounting in the extension department
at Columbia University culminated, in
1924, in a professorship in accountancy.
During the World War, Colonel
Montgomery was commissioned Lieu
tenant Colonel of the National Army.

9

That was in March, 1918. He had been,
since January, chief of the section on
organization and methods of the Office
of the Director of Purchases; he be
came, for the year ending April, 1919,
organizer and member of the War De
partment Board of Appraisers; he was
War Department representative on the
price-fixing commission of the War
Industries Board; and he served as chief
of the price-fixing section of the Pur
chase, Storage and Traffic Division of
the General Staff.
In the New York State Society of
Certified Public Accountants, he has
been active, first as a member of the
furtherance committee, then as vicepresident, and (as has been mentioned)
he became president in 1922. While
president, he originated the “all-dayconference” and “technical-committee”
idea, now being adopted by accountancy
societies throughout the country. He
provided the Society, as a personal gift,
with a foundation for a technical ac
countancy library.
In 1904 he married Elizabeth Adams
Shaw of New York City. His winter
residence is at 1.7-7 Park Avenue, and
he goes abroad yearly. But his greatest
enjoyment is at his country place,
which contains one of the six hemlock
forests in the State of Connecticut,
two lakes, a deep ravine, and several
miles of bridle paths. “It is as wild as
anything in the Adirondacks,” said the
Colonel, “but it must be kept wild.
I have men plant ferns and wild flowers,
and remove nothing but the weeds.”
In reply to my questions, he added that
there are horses, dogs, and wild ducks,
cows and chickens; that his thirteenyear-old daughter was then having a
house-party of her friends from the
Spence School; that there was one son
at Princeton and one at The Hill School;
and that his latest ambition is to learn
French.
With all his work and diversified
interests, the Colonel has found time
for play. He belongs to the Indian
Harbor Yacht Club, and the Manursing
Island Club, Blind Brook, Greenwich
Country, Field, Round Hill, West
chester, and Fairfield Hunt and the
Racquet Club and Chevy Chase of
Washington. He is also a Mason, be
longs to the Riding, MacDowell, and
Army and Navy Clubs, the Faculty
Club of Columbia University, the
Bankers’ Club, the Academy of Political
Science, the American Academy of
Political and Social Science, the Na
tional Economic League, and is a past
president of the American Association
of Public Accountants.

Selling Technical Education to Business
Pithy Points Made in Talk to University of
Michigan Students
Common Fault Lack of
Definite Lines of Authority and Responsibility

By Richard Fitz-Gerald, C.P.A.
USINESS is skeptical of anything
that savors of the theoretical. It
is practical, close to the earth,
intolerant of the things that may
be directly measured in dollars, units of
production, or tangible objects of steel
or stone or wood.
The automobile manufacturer visual
izes his industry as bar stock, rear axles,
gears, transmissions, synthetic leather,
imitation wood, oil, grease, labor, as
sembly lines, intensive salesmanship,
bank loans, discounted paper, and the
like.
To the department store operator,
business is an aggregation of sales
people, furniture, dress goods, cloaks
and suits, tremendous crowds moved
speedily from counter to counter and
floor to floor, extensive advertising,
borrowed capital, and the like.
Practical experience in dealing with
these very tangible entities is highly
prized, and in the average mind no very
clear connection is seen to exist between
the one business and the other. Such
is the practical viewpoint.

B

Over-organization
It is probably true in some instances
that industry is over-organized and that
swivel chairs, mahogany furniture,
fancy and unnecessary accounting
records, and expensive experts are more
highly esteemed than whirring ma
chines and busy salesmen. It is, how
ever, a fact that more business failures
and greater economic waste haveresulted
from the absence of these factors than
because of their excessive use and over
development.

Theory vs. Practice
In business organization and accoun
tancy, what we call theory is a record
of successful experiments, not in the
laboratory, but in every-day use. It is
a pity that the term theory was ever
used; it carries an unfortunate impres
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sion to the mind of the hard-headed,
practical business man. How much
more convincing it is to say, “What I
recommend is the method that has
not
proved most successful in practice,’’
than to say, "What I recommend is in
accordance with the accepted theory of
accounts.”
Meeting the Business Mind
The business man is a little inclined
to distrust higher education and the
exponents of improved methods of
organization, control, budgeting, and
accounting. This is in large measure
due to the circumstance that higher
education and the apostles of efficiency
are prone to talk a language business
does not understand. The late exPresident Roosevelt was once asked by
an English statesman if it would be
possible for our Congress to pass a valid
al w applying in this country the
methods of taxation provided for in the
Lloyd George budget of 1910. Roose
velt replied, “It would depend on
whether a Justice of the Supreme Court
came down heads or tails.” He did
not go into an involved description of
our system, but stated in picturesque,
every-day language the ultimate source
of decision in the American Govern
ment. There is little use in preaching
to business that it falls under one or
more of the three classifications—pur
chasing or procuring, fabrication, and
distribution—and that the purpose of
higher business education is to develop
leadership with the ability to construct
the most approved form of business
organization, to coordinate the func
tions of a business, and to check ten
dencies toward waste, extravagance,
and inefficiency. We must talk in
simple terms of concrete propositions.
We must say, for example, “Your pur
chasing agent, your sales manager, and
your production manager must work
together, so that you may not carry too
much bar stock on your shelves, so that

you may not produce in your factory
articles that cannot be sold within a
reasonable time; and your financial man
must say whether it will be possible,
and determine the means, to finance the
operations you have in mind.”
What enters into the cost of produc
tion and such technical matters as
deferred charges, interest on capital em
ployed, depreciation, obsolescence,
amortization, and the like, are matters
for the technician. The engineer does
not disclose to the business man the de
tails of calculations by which he arrived
at the weight of steel girders necessary
for a building operation. He merely
says, so many girders of such and such
a weight are necessary.
The gentleman who is unwilling to
meet the business mind on its own level,
who stands out for perfection in every
detail, who is without sense of propor
tion, and, above all, who is contentious,
has no chance for a commercial career,
for business is coldly practical and
brushes into the discard time wasters
and those who reason narrowly.
Opportunity for Service
There are fine opportunities to render
high service in business. Machinery
and mechanical processes have been
brought to a degree of perfection that
staggers the imagination, and the end
is not yet. From day to day the majestic
minds working on these problems give
to the world new marvels; and, by reducing production costs, bring within
the means of everybody things that are
revolutionizing our lives.
It is a fact that little attempt has been
made to construct, coordinate, and
check along scientific lines the human
organizations and agencies that operate
these mechanical marvels and control
and distribute their output. This is
where the opportunity for the man
possessing higher business education
lies. It is here he can make himself
felt, provided he accommodates him
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self to conditions as they are and uses,
to secure his ends, the methods of devo
lution rather than those of revolution.

if necessary. The maximum unit of
efficiency, whether man turnover, tons,
pounds, barrels, or dollars, production
or sales, should be laid to the account of
Organization
the person responsible, and his actual
The most common fault in business accomplishment should be measured
organizations is the lack of definite lines against it as quickly as the information
of authority and responsibility. It is becomes available. The purchasing de
not uncommon to find half a dozen- partment, sales department, production
people picking at the ends and edges of manager, and treasurer are in coopera
the same job. Too often in a crisis, tion responsible for the outcome of a
nobody is ready to assume authority or manufacturing business. Their respon
to act; and, in case of error, responsi sibility should be definitely allocated
bility is thrown around from hand to and a budget showing the estimated
hand. Business is prone to sneer at the result for a period made from their
methods of governments, but there are figures in a form as shown below.
many points on organization that big
Point of Profit
business could adopt from our state and
The
existence
of a market to absorb
municipal governments to its advantage
and profit. Definite responsibilities, output is the determining factor in pro
specific duties for the individual, and duction. Advertising and intensive
the relations of individual to individual salesmanship create markets. During
and department to department should the period that elapses between the in
be clearly stated and set forth beyond ception of a selling campaign and the
possibility of doubt for every organi point when the volume of sales returns
zation. Organizations have succeeded a profit is a season of anxiety and dread
without adopting such measures, it is for the wary and conservative. Too
true, but somebody paid the cost of the often, all of the factors are not con
resulting inefficiency. It is best to show sidered in advance, due either to ignor
lines of responsibility and of authority ance or carelessness or even to a spirit
in graphic form on an organization of adventure in which campaigns of
this nature are sometimes undertaken.
chart.
It is always possible to bring home to a
Budget Control
business man the probable result of an
The monthly statements of financial enterprise by showing him on a chart
and operating results, as disclosed by the point at which a profit will be
the books of account, as historical realized and the factors entering into it.
record, are of interest; but those who No argument or extended debate is
have to deal intensely with the live necessary; such a picture speaks for
present do not accord them a position of itself.
outstanding importance. The business
Cost Accounts
executive must know from day to day
Production costs are measured in
what is taking place in his shop, fac
tory, or warehouse. He must have the dollars and should be controlled from
means of comparing the actual with the the books of account. They should be
possible, and he must be in a position to so subdivided, within practical limits,
trace responsibility for results to as to fix responsibility on departments
and executives. They should not be
individuals.
The units measuring accomplishment too detailed; otherwise executives will
should be predetermined for each de not study them. The best method of
partment, from executive down as far as securing attention for cost figures is to
practicable, even to individual foremen, prepare a few simple charts showing the
Responsibility

Department

Estimate

Sales

Sale of output

Units to be sold
Total sales price of output

Production

Production of output

Material necessary for production
Labor necessary for production
Cost of production

Purchasing

Securing materials and supplies Cost of materials and supplies

Treasurer

Finances

Statements predicated on above figures showing
operating results, profit and loss, balance sheet,
and condition at end of period
Loans necessary
Other methods of financing
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trend of important figures. Any varia
tion in the lines attract the eye and
stimulate interest in the figures.
Executive Control
The chief executive of modern
industry is usually not a technician.
He understands business organization
and the factors that make for profit.
If the accounts indicate an excessive
cost or it is not possible for him to
meet a competitor’s price, through his
experts he discovers where the fault
lies and removes an incompetent subor
dinate, replaces an inefficient machine
or applies the appropriate remedy. For
success, he must at all times have before
him in the briefest form possible current
reports on which he may predicate
action.
Conventional Forms
Personally, I dislike the conventional
balance sheet. It is a source of much
confusion to the layman. For instance,
the inclusion of deferred expenses in the
total of assets, and of reserves, surplus,
and capital in the total of liabilities,
approaches almost to the absurd. Yet
this form has stood the test of time and
use and there is considerable doubt as
to whether greater confusion would not
result from the adoption of what I and
other radicals and reformers might con
sider a simpler and more logical form.
Conclusion
Responsibility causes some people to
grow; others, to feel their importance.
Many a man put to work to discover a
better method of handling men, mate
rials, or accounts, has concerned him
self with the morals and manners and
charged himself with the duties of all
executives from the general manager to
the janitor, loading his mind with
matters that were entirely outside the
scope of his work. Instead of accom
plishing anything useful, men of such
mettle set everybody at cross purposes
and thoroughly discredit themselves.
Business dislikes a busybody.

Fact Engineering
ACT Engineering, a term coined by

Herbert Hoover, is no longer an
Fexperiment.
The annual audit is one
of the fundamentals of fact engineering
and as such is rapidly becoming an
integral part of modern business.
—Metropolitan Life Insurance Co.

Developed judgment is the quality that
differentiates a reckless chance from a legiti
mate opportunity.

Finding a New Work Opportunity
Vocational Advice with Respect to Changing
Position
Essentials in Obtaining
New Employment fully Discussed
NUMBER of the matters that tisements, or by advertising on his
must be considered when a per own behalf, or by registering with one
son finds it necessary to obtain or more reputable employment agencies.
a new work-opportunity—that is, when
There is really no other method of pro
he must seek a new position in which cedure, unless one happens to know,
to make effective use of his work abili through some personal acquaintance,
ties. In this important matter, with of a desirable opportunity. It is usually
the economic welfare of self and family desirable to use every means at hand in
at stake, the bread-winner should avail order to obtain the greatest number of
himself fully of the experience of those interviews with prospective employers..
of us who have had extensive experience
So far as the metropolitan New York
in placements.
area is concerned, registration with one
or more reputable employment agencies
Unnecessary Changes not
is perhaps the most effective method,
Advisable
although such a registration does not
First, it is not advisable to make preclude the applicant from advertising
unnecessary changes of position. A per on his own behalf, or from answering
son accumulates a valuable vocational advertisements that seem to offer a
asset in the form of specific information reasonable chance of employment.
in the organization in which he has
Whatever the procedure used, if the
worked a long time. He should con employment sought is of the so-called
sider well before giving over the advan “white collar” class—that is, employ
tage he has thus gained, and he should ment in office work, in selling, in buy
not make a change as a matter of mere ing, or in any of the professions—there
caprice, If other men have advanced are certain essential things that must
satisfactorily in the organization of be observed by the applicant if he hopes
which you are a part, it is well to in to be successful in obtaining suitable
quire first pretty closely into your own employment. Brief mention is made of
abilities, and to make a determined a number of these essentials, particu
effort to measure up to the opportuni larly the ones that relate to obtaining
ties that are close at hand.
employment through registration in an
After making due allowance, how employment agency.
ever, for conservatism in making a
vocational change, the fact remains
Frankness An Asset
that a good many people are forced out
of positions for one reason or another,
First of all, a person cannot ordin
and many a person is working for a con arily hope to market his services satis
cern in which there is little or no oppor factorily unless he makes available,
tunity for advancement.
frankly and without reservation, his
For these reasons and many others, record of former employment. This
it is often necessary for a person to ob record should be given in a brief but
tain a new position. Under these cir comprehensive written statement. It
cumstances, the only thing to do is to should be placed before a prospective
take vigorous steps to make a new con employer by the agency in order that a
nection on as satisfactory a basis as personal interview may be arranged for
possible.
the applicant. The agency that pursues
this
method, gives its client (the pros
Suggested Procedure in
pective employer) a chance to select,
Making Change
for interview purposes, the applicants
An applicant for a position may go with the records that seem to be most
about the matter by answering adver suitable.

A
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A vocational record prepared by an
applicant (either for filing with a place
ment agency or for submitting directly
to a prospective employer), should start
with the applicant’s educational quali
fications. He should state his maximum
academic education, whether college
graduation, high-school graduation, or
merely common school work, and it is
usually desirable to give the name of
the institution. Care should be taken
to include also a statement of vocational
or technical education, such as that
acquired in a business school, a school
of accountancy, or a law school.
The employment record should then
be given in concise form, the name of
each employer being shown, and the
period of service with each. It is often
desirable to include a statement of the
income received in the various posi
tions, in order that vocational progres
sion may be shown.

Be Specific and Brief
Many an applicant makes the mistake
of making a record of this kind too full.
Every now and again a sales manager,
or an advertising man, or an engineer,
who is seeking high-salaried employ
ment, makes the mistake of writing a
small book on the subject of his own
vocational experiences and abilities.
Generally speaking, this method is a
mistake. The business man is likely
to think that a successful man does not
need to bolster his application with so
much verbiage.
Personal Interview Most Productive
In any event, the employment will
almost certainly be made on the basis
of a personal interview, and the voca
tional record should be so succinctly
stated that the essential facts can be
readily grasped without undue effort
on the part of the prospective employer,
who will probably be looking over
scores of applications in order to deter
mine from the lot the men whom he will
personally interview.

The Pace Student, July, 1926
Business Men Averse to Publicists
In a letter from an applicant which I
have just seen, he states “I have com
piled a comprehensive binder which I
feel sure tells my story." Now the
preparation and use of a “comprehen
sive binder, ’ ’ in which a long vocational
story is told, is exactly the thing that
an applicant should not do, for the
reason that it is likely to create an
unfavorable impression on the hardheaded business man. Such a binder
will make the business man think that
the applicant is a professional job
hunter, and he can not help wondering
how it happens that such a man is
available for a position. The unpardon
able error is sometimes made of having
such a vocational story printed, or
multigraphed, or reproduced by car
bons. A vocational record in this form
tells the business man in direct language
that the prospective employee is con
ducting a campaign for a job—a very
unfavorable impression that can easily
be avoided.
Together with the vocational record,
references may be given, and copies of
written recommendations may be sub
mitted. A good many people make a
particular point of collecting letters of
recommendation of various kinds, cop
ies of which are submitted with their
application. Even this practice can
easily be carried too far, and it is usually
better to name a few responsible people,
particularly former employers, to whom
inquiries can be made direct by letter
or telephone.

Vocational History Best
Recommendation
The business man is fully aware of
the fact that a formal letter of recom
mendation, often general in terms and
somewhat restricted and qualified, can
usually be obtained by an employee,
even though he has not been entirely
satisfactory in his employment. Usually,
the business man has given such letters
himself because he has not wanted to
stand in the way of a former employee
obtaining another position.
The business man is much more favor
ably impressed when he is given oppor
tunity to make his own investigation
by letter or telephone. He is impressed
unfavorably if the references seem to be
merely personal or social friends of the
applicant—men and women who would
ordinarily have little opportunity to
judge of the applicant’s desirability
as an employee. The vocational record
in this respect, therefore, should usually
be limited to the giving of the names of

Pace Alumnus is Graduated
in Medicine
A NOUNCEMENT has been re
N
ceived of the graduation of
Frederick W. Birkman from the De
partment of Medicine, University of
Texas, on the 31st day of May, last.
Doctor Birkman was a student in the
day-school division of Pace Institute
immediately after the close of the
war. He had been partly incapaci
tated with respect to his hearing by
service in the Great War and took up
the study of accountancy with the idea
of entering practice. He was gradu
ated from the Institute in October,
1921, after making a most excellent
record as a student, and he later be
came a member of the staff of Pace &
Pace. His original intent had been
to study medicine, and after being
graduated at the Institute he con
cluded he would go ahead with his
original plans. His graduation in
medicine is evidence of his tenacity
of purpose as well as his ability as a
student.
We may rest assured that Doctor
Birkman—unlike some of his co
practitioners, who are more able in
diagnosing human ailments than they
are in detecting lesions in financial
offerings—will not turn over at the
behest of stock promoters his profes
sional fees for sections of clear-blue
sky. So much we may reasonably
predict for a Pace Institute man who
elects to do post-graduate work by
the study of medicine in a great
university.
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When the essential facts of the voca
tional history and the means of verify
ing them are recorded in the placement
agency and are made available to the
prospective employer, or when such
facts are given as an incident to an
advertisement, the most the applicant
can hope for is a personal interview.
Even though a full letter of application
is written, and even though the pros
pective employer is willing to consider
a rather full vocational record, the
actual employment is almost invariably
based on a personal interview. There
fore, the applicant must arrange to be
available promptly for an interview
when the time comes. If he isn’t avail
able some other person is, and the per
son who is not interviewed is not
employed.
Avoid Too Much "Selling"
When the interview is obtained, let
the employer do a good deal of the
talking, particularly in the first part of
the interview. Size him up, find out
what he wants, and do not at any stage
do too much “selling.” When you
obtain in this way all the information
you can, and after you have determined
what facts will appeal most to him, go
ahead with the presentation of your
abilities. Strive to create the most
favorable general impression. Above
all, do not give evidence of a few voca
tional sins that are rarely excused by a
prospective employer—over-talkative
ness, big-headedness, carelessness in
personal appearance;, lack of tact, and
the like. These matters of personality,
in an important job, count for as much
as technical ability.

a few persons who are in position to
Don't Become Discouraged
give specific information with regard
Do not become discouraged because
to the applicant’s work abilities and you do not obtain the first position
habits, and who can be approached you consider. There are two sides to
directly by the prospective employer.
the matter—it is always possible that a
position, upon close inspection, is not
Professional Job-Hunter
really suited to your needs, and it is
Not Wanted
important to both parties that a right
It may be stated by the applicant that selection be made. You should expect
various letters of commendation are to work on an important matter of this
available for submission in the event kind for some time.
they are desired. Here again care should
Visit frequently the agency with
be taken to avoid creating the impres which your application is placed—it is
sion that the applicant is a professional easier to overlook an application in a
job hunter who has taken great care to file than it is to overlook an individual
build up a complete record of his own in person. No one is quite so much
accomplishments and abilities.
It interested in your application—not even
should be remembered that the success a good agency—as you are. It is wise,
ful man does not usually have frequent therefore, to keep up such pressure as
occasion to change positions and to you can in order to obtain the inter
collect a file of letters in which his views which are a necessary prerequisite
abilities and habits are extolled.
to employment.

The Pace Student
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What Is Business English?
By Harvey M. Kelley, A. M.
OUR high-school principal may sentence structure, and your word and
ask you, “Wherein is Business phrase usage.
English different from other
English?’ ’ Your teacher in English may Paragraphing Important
While there are no hard and fast rules
ask you, “Does Business English differ
from the English you studied as rhetoric for the paragraphing of business letters,
and composition?” Your workaday as a general rule the paragraphs are
friend may ask you, “What is the differ shorter than those in almost any other
ence between every day English and kind of writing. This is because the
Business English?” You may, in fact, reader can grasp the content of a fairly
ask yourself, “Just what are the essen short paragraph more readily than he
tials of Business English?” This last can that of a long paragraph. It is
question is the one that will claim our important that each main thought in
the letter should be expressed in a
attention in this article.
separate paragraph.
Examine the following paragraph:
Business English Distinguished
Your offer of May 16th is too low
From Other Kinds
for us to consider. The Consolidated
Products Company will make us a
At the outset, however, you, my
better offer, and we will, of course,
readers, and I can reach a common
do business with them. You have
understanding of the term “Business
evidently not taken into full account
English” by knowing, first, what it is
the value of the good-will of our
not. It is not the “other English’ ’ in the
firm. The Consolidated Products
mind of the high-school principal. He
Company consider our good-will a
is thinking of the English of literature,
very valuable asset. Unless, there
both in content and in technique. Busi
fore, you wish to make us another
ness English is not concerned with
offer, we cannot do business with you.
“literary English.” Again, it is not The foregoing paragraph contains two
rhetoric and composition. Resultful distinct thoughts: one, the poor offer
writing of this kind purposes to nar of one firm; and, the other, the better
rate, describe, explain, or argue for the offer of another firm. The two thoughts
sake of establishing a point of view should be expressed in two related
already held by the writer. Business paragraphs. Do you write short, choppy
English, on the other hand, purposes to paragraphs; long, disjointed para
establish a point of view to be held in graphs; or no paragraphs at all?
the mind of the reader—a point of view
that will react favorably to the writer’s
Sentence Structure
will in some business matter. Because
As to sentence structure, not every
of its application of business psychol one knows how to form correct, clear,
ogy, Business English distinguishes it and forceful sentences. Can you point
self from all other classifications of out the errors in the following sen
English. Business English uses every tences?
day language—our workaday friend can
The oldest of the two isn’t hardly
be told that Business English is every more than nine.
day English used effectively to establish
Neither I nor anybody else in the
favorable impressions among men hav office have been told.
ing written business relations.
The secretary is not a man whom
any one would think would be fond of
tennis.
Essentials
If I had have thought of what I were
Now, to our special question. What doing, I should act different.
are the essentials of Business English?
No one but the invited guests were
The first essential is a forceful style; allowed to enter the house.
the second is an effective presentation of
I expected to have met him yesterday.
appeal to various classes of people.
They laughed at who the people
Let us discuss these two essentials.
took Henry to be.
The office manager can see New
Is your style forceful? For the answer,
look to your paragraph structure, your Jersey looking out of his window.
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Two plans have been suggested:
first, to give up the mail-order, de
partment; and, second, that we shall
abandon the credit system.

The Proper Word in the
Proper Place
To choose “proper words in proper
places” is the guiding rule of a writer’s
equipment. Many people confuse words
similar in sound or spelling; such as
person” with “party,” “learn” with
“teach,” “fix” with “repair,” “loan”
with “lend,” “allusion ’ with “illu
sion,” “purpose” with “propose,”
“observation” with “observance,”
“ability” with “capacity,” “balance”
with “remainder,” and so on. To keep
alert to the exact meaning of words
and to observe their finer shades of
meaning will give you an interest in
the use of synonyms—words expressing
variation of the same fundamental
thought—and in the use of idioms—
desirable expressions peculiar to the
English language.
To sum up, a forceful style in Business
English depends upon the painstaking
use of words, upon well-constructed
sentences, and upon clear, unified para
graphs. In general, avoid long words;
prefer specific words to general words;
avoid slang; seldom use worn-out ex
pressions; and always arrange your
words and phrases in such a way as to
secure clearness and emphasis in the
expression of the thought.
The Appeal
The second essential in Business
English is the effective presentation of
the appeal to various classes of people.
What is meant by “the appeal?” We
all agree that a business letter takes the
place of a business conversation. Now,
our conversations are always governed
by the known interests of the persons
with whom we talk. I know of an
insurance salesman who is careful even
to dress in accordance with the known
interests of his prospects. When talking
to farmers, he wears an inconspicuous
suit—the plainest of plain—and avoids
the faintest suggestion of “dude” to
the farmer; when talking to professional
men, he wears a frock coat and makes a
merely conventional appearance; when
talking to business men, he wears the
usual sack suit of general acceptance
to all business men. This principle of
known interests suggests the importance
of using a classification of appeal. It is
desirable, therefore, that you have a
sound psychological knowledge of the
various classes of people to whom you
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expect to write. The banker lives his
life, the farmer his, the physician his,
the wage-earner his, the minister his,
the civil engineer his, and so on. You
can observe this principle of the class
idea by doing two things:
First, if you are writing to
members of any class—a phys
ician for example—imagine some
particular physician whom you
know well, and direct the letter
to him.
Second, come into personal con
tact with as many classes of reput
able people as you can, and learn
to know the conditions and prob
lems that shape their experiences.
The appeal, therefore, is a matter of
psychology, while the effective presen
tation of the appeal is a matter of
writing-technique.

The “You Point of View"
The sales letter serves best to illus
trate the effective presentation of ap
peal. Many business letters fail to be
effective because a wrong view-point
is used. The view-point, of course,
varies with the wide range of business
letters. The most common kinds are
sales letters, collection letters, com
plaint letters, letters replying to com
plaints, letters answering inquiries,
professional or semi-business letters,
and letters ordering goods, giving in
structions, and covering routine mat
ters. The principle to be followed is
this: In sales letters especially, use the
“you point of view.” If you wish to
interest others in what you have to
sell, you must picture in your mind the
kind of person to whom you are writing
—his business experience or his pro
fession, his distinctive characteristics,
his education, and his environment in so
far as you know these facts or can
imagine them. In short, try to put
yourself in the reader’s place; and ask
yourself,. not what interests you, but
what would interest your reader. In
salesmanship and in sales letters this is
known as the “you point of view.”
If you write from the “you point of
view,” your letters will most likely be
read carefully from beginning to end,
especially if you use two additional
methods of securing a good impression
—a strong opening sentence, and a
strong closing sentence. ,
Avoid “Worn-out Expressions"
The opening sentence is the impres
sion-giving sentence.
Too much
thought cannot be given to its force.
It must arouse interest by being short,
pointed, and naturally worded. Your

reader is not attracted by worn-out
opening expressions and types of sen
tences that are relics of the ages past
when business men copied legal phrases.
You can no longer, “Beg to say, in
reply to your esteemed favor”; or,
“In reply to yours of even date, we
would state”; or, “Your valued in
quiry has come to hand.” Begin your
letter, rather, somewhat as you would a
conversation. Imagine that you are
sitting beside the prospect to whom you
are writing, and begin as if you were
going to talk to him. Recently I re
ceived an automobile sales letter that
began with this chatty question, “Do
you know of anyone who would be so
foolish as to buy a parlor-car ticket and
then take a day coach?’ ’ Another letter,
almost routine in its nature, began
“Just so that you may have a record for
your files, we are confirming the expira
tion dates of our present contract.”
Another letter from a banking firm
caught my interest with this beginning
sentence, “The present situation in
Great Britain will probably stimulate
in all parts of the world a demand for
American products.” These are good
examples of naturally worded sentences
that arouse interest.
Suggest Action
The closing sentence of the letter is
no less important than the opening sen
tence. A strong close molds the good
impression into the action desired by
the writer. Use your last sentence to
rsuade your reader to act immediately.
pe
he does not do this, the strength of
If
your suggestion, at any rate, will re
main in his mind and may influence
your reader to act later, even after he

has forgotten the details of your letter.
The great principle to remember is to
close the letter with a strong sentence.
Participial phrases like, “Hoping to
receive your valued order, ’ ’ ‘ ‘Thanking
you in advance,” and the like, as well
as the worn out close of, “We beg to
remain,” do not leave an impression of
any kind. To leave an impression, end
with a short, crisp, and simply worded
sentence. A sales letter may well end
with, “Your order will receive our im
mediate attention”; or, “These goods
will be shipped immediately upon re
ceipt of your order”; or, “Our sales
man, Mr............. , will call upon you
early next week”; or “Do not let this
opportunity slip by. Write us at once,
or if you prefer, telephone us at Cort
landt ....... ” The specific business in
hand will of course determine the fitness
and the forcefulness of the ending. At
all events do not fear to suggest some
kind of decided action. Finally, when
you are through writing, stop. Your
letter, worked out on the principle of
an interesting opening sentence and a
strong closing sentence, closed with a
simple “Yours truly,” “Yours very
truly,” or “Very truly yours,” and.
signed with your name, will' always
leave a good impression on the mind
of your reader.
By thus explaining in detail the twogreat essentials in Business English—
a forceful style and an effective presenta
tion of the appeal to various classes of
people; and by distinguishing Business
English from other classifications of
English because of its application of
business psychology, this article has
purposed to answer the question, ‘‘What
is Business English?”
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sworn public accountants would be the
verification of the price of goods sub
ject to ad valorem rates of duty, such as
many kinds of French goods shipped to
America.
The need of creating a profession in
France similar to that in other countries
(Continued from page 5)
is very keenly felt, according to a former
To sum up, the specific advantage whose membership would be regulated minister of commerce who recently ad
arising out of the enactment of C. P. A. in a manner similar to the chartered ac dressed the Foreign Commerce Coun
laws has been to encourage students and countants in England.” The experi cillors of France on the subject. It is
young practitioners to apply for the ment is worth watching in view of the quite possible that these suggestions
title and in order to meet the require stated lack of accountants who would may be embodied in legislation in the
near future.
ments imposed the applicants have be subject to regulation.
In Great Britain there are two soci
Belgium. There are two accountants’
gained much useful knowledge. Even
though the possession of a C. P. A. societies in Belgium. The combined eties which hold charters granted by
certificate has helped them but little in efforts of these two organizations have Parliament, but these charters are not
a professional way, it must be a daily resulted in the enactment of a national of the nature of legislation affecting
satisfaction to know that one’s mind is law requiring every limited stock com the profession, since the charters grant
keener, one’s mental perceptions are pany to have in its employ at least one no privileges and impose no duties upon
more acute, and that culture in its expert accountant. These societies, accountants as such. The rights or
broadest sense is brought nearer to one’s furthermore, are endeavoring to require privileges and the duties, if any, run
every person to pass an examination only to the respective societies. In
possibilities.
In the Argentine Republic the profession before taking up the duties of an ac Great Britain, therefore, no official
was legally recognized as long ago as countant, but the Government does not recognition is given to public account
1836, when it was decreed that appli officially recognize these examinations ants.
In England, in 1893, a bill was intro
cants were to be twenty-five years old, in any way.
In British India the auditors of joint duced into the House of Commons to
citizens of Argentine, of good moral
character, to be examined by the Appeal stock companies must be chartered or restrain all persons from practicing who
Court as to knowledge of law and to be incorporated accountants of the United were not registered as chartered ac
examined in arithmetic and accounting Kingdom or the holders of unrestricted countants. The effort was unsuccessful.
by such persons as the government auditors’ certificates granted by the In 1895 and 1896 smaller unsuccessful
efforts were made. In 1897, when it
should designate. The number of recog government (1915).
nized public accountants was fixed at
In China one may become a certified was proposed to proceed with another
eight. In 1863 the limitation in number accountant under government appoint bill, a majority of the Institute decided
was abolished and the profession ment and supervision if he possesses against it.
After a quarter century of experience,
thrown open to all who should qualify. certain qualifications not very onerous,
In 1870 it was found that notaries and since they are not technical in the pro a period which embraced financial and
industrial activity unparalleled in the
solicitors were encroaching on the ac fessional sense.
countant’s domain.
Denmark for many years has required history of the world, as well as a world
Thereafter, the restrictive advantages the keeping of accurate accounts and war during which many of its most
seem to have been lost. In 1892. the provides heavy penalties for infrac important problems were solved by
College of Accountants was founded; tions. In 1909 a law was passed for the members of our profession, we find this
and in 1897 the profession was thrown appointment of authorized auditors. situation in England:
open to foreigners, examinations were The preliminary examination is compre
The question of registration for the
established, and the profession regained hensive; the requirements are about the
profession which has for so long agi
its prestige.
best I have found. The law as a whole
tated the various accountancy bodies,
The Bankruptcy Act of 1903 pro seems to be ideal. I trust that some
can be considered as ‘‘on the shelf”
vided that in every application a public delegate from Denmark is present who
for the time, at any rate. At the
accountant be appointed from a list can tell us something about the adminis
annual meeting of the Institute on May
drawn up at the beginning of each year, tration of the law.
6th, 1925, the President, Mr. T. G.
with compensation fixed at a rate
In France laws regarding public ac
Mellors, announced that after the
highly remunerative to those fortunate countants are rather fragmentary, and
most careful deliberation during the
enough to secure the estates with large for the most part are laws which apply
past year, the Council has decided not
gross assets.
to all persons or firms engaged in public
to proceed, either by itself on behalf
In Australia a restrictive bill was professions.
of the Institute, or in association with
drafted in 1922 and was debated by the
There is a movement instituted by the
other bodies, in the promotion of a
several societies until 1924. It should French Chambers of Commerce and
Bill for registration. The Council
be consulted by those drafting similar other semi-public trade organizations
does not consider that registration
bills. It does not seem to have been to improve the legal status of public
would be to public advantage, as it
enacted into law.
accountants, giving them very much the
would raise the status of a very large
Austria. I have been informed that in same character as the so-called ‘‘char
number of persons who describe them
Austria there are no public accountants, tered accountants” in England and
selves as accountants but are not mem
but that “preliminary negotiations are ‘‘certified public accountants” in the
bers of the Scotch and Irish Societies
to be initiated looking toward the estab United States. One of the purposes
of Chartered Accountants, or of the
lishment on a legal basis of a profession which would be served by licensed or
Society of Incorporated Accountants.

Legislation for the Accountancy
Profession

July, 1926
The President said that the Council
had come regretfully to the con
clusion that at the present time
registration was not a policy which
could be made effective. Sir Charles
Wilson, F. S. A. A., in the subsequent
discussion, said that every avenue
had been explored with a view to
arriving at an understanding between
the various bodies concerned, but that
there are such divergencies of opinion
that there can be no agreement. With
out agreement the carrying through
of a Bill would be impossible. “Per
sonally,” said Sir Charles, “I do not
regret the disappearance of registra
tion at all. The business side of
accountancy would be no stronger
with it ... I part with it without
the slightest regret.” (Crew’s “The
Profession of Accountancy.”)
In Scotland, in 1895, a bill was pre
pared and had strong backing, but it
did not satisfy all parties, and after
being introduced into two sessions of
Parliament was not proceeded with.
In Italy, many years ago, a bill was
prepared restricting public practice to
those who were registered members of
a College of Accountants, of which one
was to be instituted in every province.
In Japan, steps have been taken for
the recognition of the profession. A
society was incorporated in 1921. Be
tween 1914 and 1921 bills to regulate
the profession were introduced five
times but were not enacted into law.
In the Netherlands no laws or regu
lations exist regarding accountancy.
In New Zealand a year or two ago an
accountant who untruthfully held him
self out to be a member of the New
Zealand Society of Accountants was
successfully prosecuted, but there is no
law to prevent anyone holding himself
out as a public accountant. Certain
audits in that country are open only to
members of the Society. Unsuccessful
attempts have been made to secure
restrictive legislation.
In Norway, in 1910, professional ac
countants were divided into two classes,
“authorized” and “expert,” the last
named being possessed of a special
knowledge with regard to some partic
ular industry. Under their Companies
Act in 1910, every company must have
its accounts audited by a special auditor,
who apparently did not have to be
authorized” or “expert’’. An account
ancy bill was introduced in the Nor
wegian parliament in 1925, which may
have reformed this error.
The Government is at present prepar
ing a bill, with a view to giving public
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accountants a legal status before the
courts and authorities in Poland.
In Queensland it is stated (1924) that
the tendency in recent legislation is to
lower the standard of auditors of cer
tain companies whose accounts must be
audited by “certificated” accountants.
Curiously enough, the most extensive
body of literature which I found regard
ing restrictive legislation comes from
Roumania.
In 1921 there was organized a Corps
of Authorized or Expert Accountants
invested with legal powers. Certain
accounting work of charitable insti
tutions, enterprises having a capital of
more than a stated amount “and having
recourse to credit transactions,” bank
ruptcy estates, etc., can only be exer
cised by the members of the Corps.
The definition of an accountant is
this:
“By ‘Accountant’ is meant an indi
vidual who registers commercial opera
tions according to the principles of
Accountancy. .."*
* Published in the “ Moniteur Officiel,” No. 80,
of July 15, 1921.

To be enrolled in the Corps, the fol
lowing conditions must be fulfilled:—
(a) The candidate must possess a
degree from one of the Academies
for higher commercial studies in
the Kingdom or in a foreign
country, or else from a higher
School of Commerce or School
of Commerce (senior course).
(b) The candidate must enjoy his
civic rights.
(c) The candidate must not have in
curred any sentence of an infa
mous nature.”
A distinction is drawn between “authorized”and “expert” accountants.
“Professors of Accountancy, hav
ing successfully passed through their
examination, become ‘Expert Ac
countants,’ ipso facto.
‘ ‘Persons who possess academic
degrees may be qualified ‘Expert
Accountants’ after two years’ enroll
ment in the Corps provided they have
practiced in an undertaking whose
operations are properly recorded
according to the rules of Account
ancy.
I can find no record of accountancy
legislation in Spain. In 1924 a society
of accountants was organized in Barce
lona.
In Sweden the profession is recognized
by the Chamber of Commerce, a semi
official institution which appoints “au
thorized” accountants who enjoy the
confidence of the public; but they have

no monopoly of professional account
ing.
The first law regulating the profession
in the British dominions was passed in
the Transvaal in 1904. The law incor
porated the Transvaal Society of Ac
countants and provided that it
“keep a register of public accountants,
and no one who is not registered as
such ‘shall describe himself or hold
himself out as an accountant, or as
a public accountant, or as an audi
tor,’ or use any title, letters, etc.,
indicating that he is so, under a pen
alty not exceeding £100 or three
months’ imprisonment, but a person
employed exclusively at a salary
on accounts may describe himself as
an accountant in relation to his em
ployment. The persons entitled to
be placed forthwith on the register of
the Transvaal Branch of the Society
of Accountants and Auditors, or of
any of the five Chartered Societies of
the United Kingdom, or of the Society
of Accountants and Auditors, Eng
land, or who are practicing as public
accountants in the Transvaal at the
date of the passing of the Ordinance,
or who make written application and
are considered by the Provisional
Council constituted under the Ordi
nance fit persons to be registered ‘by
virtue of their position and past ex
perience.’ After the expiry of six
months no one shall be registered un
less he is resident in the Transvaal and
is a member of a Society or Institute of
Accountants whose membership is de
clared to be sufficient by the by-laws
of the newly-constituted Society for
the time being in force, or has passed
the examinations prescribed by the
by-laws, and has had such practical
experience as is required by them.
The following are declared to be
offences for which a registered ac
countant may have his name removed
from the register by the Supreme
Court, or be suspended from practice:
“Allowing an unregistered person
who is not in partnership with him
self to practice in his name as a public
accountant.
“Sharing profits with any one not a
partner or accepting commission from
solicitors, auctioneers, etc.
‘ ‘Certifying statements representing
accountancy work which was not
carried on under his personal super
vision or direction.
“Allowing commission to any one
for bringing him work.
“Improperly attempting to obtain
work.
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“Performing work in connection
with disputes on condition of pay
ment only in the event of a favorable
result.
"Dishonorable professional con
duct.
‘ ‘Wilful breach or neglect of the by
laws of the Society.
“Any acts or practices similar to
the foregoing.
Turkey. In Turkey there are no ac
countancy laws nor societies of public
accountants.
I would repeat that the foregoing
summary is not intended to be complete.
We are, however, able to draw some
accurate conclusions from the world
wide attempts to secure restrictive legis
lation.
It is apparent that the demands for
recognition arise from the profession
rather than from the public. It is
possible that a charge of self-interest
may be imputed to our efforts and that
if true the many failures are due in
part to the absence of a genuine public
demand.
Confidence of Client and Fellow
Practitioners Best Asset

The most precious possessions of a
rpofessional man are the personal con
fi
dence
of his clients and the personal
esteem of his fellow practitioners.
Neither one seems to have been affected
in the slightest degree by legislation.
Moreover, it would seem that in the
countries where they have the least
legislation, the prestige of the profes
sion is higher than in the countries
where legislation has been relied upon
to improve the position of the ac
countant.
It is probable that the unfortunate
tendency towards a multiplication of
societies, in more than one country,
has unfavorably influenced legislators
who have been asked to extend special
privileges to the profession. After com
menting on this subject, Mr. Richard
Brown goes on to say:
“. . . .so far as Great Britain is con
cerned accountants will do well in
the meantime not to place much re
liance on the State coming to their
help. It is contrary to the traditions
of British legislation to interfere with
the natural development of any call
ing or industry. Most of the other
professions have grown up without
the aid of a foster-mother, and al
though in the particular cases of law
and medicine Acts of Parliament have
been passed in comparatively recent
times for their regulation, it may be

questioned whether the results have
been as beneficial as was anticipated.
An examination of the Amending
Acts upon the Law Agents (Scotland)
Act of 1873 will show how difficult
it is to reach finality in such a matter.
In establishing the systems of regis
tration which are the chief features
of legislation of this kind precisely
the same difficulties are met with as
in the formation of societies, and in
a more aggravated form. Unless every
one is allowed on the register at the
outset the bill is not permitted to
pass. If every one is registered the
profession is given a set-back from
which it cannot possibly recover for
many years.
“What the societies and the individ
uals comprising them may with more
profit address themselves to is to
maintain the strictest code of pro
fessional morality, to aspire to the
highest standard of professional skill,
and to cultivate the broadest spirit of
professional brotherliness.
These
things are not achieved by Act of
Parliament, or even greatly assisted
thereby.”
More than twenty years have elapsed
since the foregoing was written, but
who can suggest any change? Of course,
if there are no untoward difficulties in
the way and effective legislation can be
secured, no one would think of advising
against it. But I must address myself
to the status quo, which is that in the
countries of the greatest wealth, where
the majority of the professional account
ants of the world are in practice, effective
restrictive legislation is not in sight.

Public Sets Standard
I am inclined to believe that we are
now recognized as individuals who re
quire no legal protection. The public is
content to choose those whom it deems
to be qualified. It frequently has been
offered the choice between the chartered
and the unchartered, the certified and
the uncertified, the authorized and the
unauthorized; and to our amazement
and chagrin we find the public cheer
fully-selecting the “outs” in much of
the most important professional work.
The public may be said to have its own
standard, which is conclusive. “Is this
public accountant qualified and trust
worthy?” If so, who cares about his
title?
Offhand, it might seem that if the
profession is recognized legally, it
would be easy to provide for compulsory
certification of annual balance sheets or
prospectuses issued in connection with
the issuance of securities. But this does

not appear to be true. In the United
States we have had the C. P. A. for
thirty years. During that period in
vestors have needed the protection of
certified balance sheets, yet practically
no progress has been made in com
pulsory certification.

Geographical Limits Different
in Accountancy
C. P. A. legislation in the United
States largely ignores a fundamental
difference between accountancy and
other professions; viz., the existence of
and necessity for large integrated organ
izations composed of many practitioners
with offices in two or more states. These
organizations have developed solely be
cause of the simultaneous growth of
what is known as “big business.” In
the United States there are many large
corporations whose activities cover the
entire country; some of them have
branches or affiliated corporations doing
business in twenty or thirty different
states. Consolidations and mergers of
corporations doing business in various
states are going on all the time. The
profession would have failed in one of
its most important functions if it had
not kept pace with the expansion of
integrated corporate enterprises, and
had not built up co-ordinated staffs of
accountants competent to undertake at
one time accounting engagements in
twenty or more states. The individual
practitioner or the firm with an office
or offices in one state could hardly cope
with this situation. As a consequence,
there are today many firms with offices
all over the country who are equipped
to undertake on a day’s notice engage
ments of the greatest magnitude and
complete the work within time limits,
which necessarily must be short. The
proponents of C. P. A. legislation and
restrictive legislation have not attached
sufficient importance to the influence of
this factor. In some states the problem
has been ignored and as a result the
practitioners who have the largest, the
most important, and the most lucrative
practices are not certified nor registered
in the states in which they practice.
In 1924 there was passed in the State
of Maryland what a member of its Board
of Examiners has modestly called the
first truly regulatory Public Accountant
Law to be enacted in the United States.
Maryland is one of the six states which
had restrictive legislation on January 1,
1926. But these laws are far from uni
form and most, if not all, disregard the
rights of the citizens of other states.
Furthermore, all of them may fall with
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in the inhibitions of our federal con
stitution and thus be ineffectual. It is
practically impossible to procure the
enactment of a uniform law on any sub
ject in all of our states. It has not been
possible in laws regulating law and
medicine. It would be much more diffi
cult in the case of accountancy.
Whether or not legislation for the
profession is desirable or practicable,
we are all agreed that examinations of
some kind are necessary before the
younger aspirants to the profession are
admitted to its ranks. We find that some
societies require applicants to take ex
aminations and some do not. So far as
is known, all laws which grant recog
nition to accountants provide for exam
inations. It is, however, customary in
both cases to admit certain well-known
persons without examination, and at
times the doors are opened wide to
many whose professional qualifications
are at least doubtful. The exceptions
are usually made at the inception of a
law or on the organization of a society,
and in the long run have been necessary
from the standpoint of expediency if not
from the standpoint of professional
standards. It goes without saying that
each exception tends to weaken the
foundations of the profession in its
standing among qualified members and
also in the estimation of the public.
We do not need any legislation to
prove the need of, or provide the machin
ery for, examinations. On the contrary,
it is far easier to set up high and equit
able tests by means of private endeavor
and supervision than through public
(which means political) means. Further
more, public control inevitably means
technical and arbitrary standards as
compared with elastic and reasonable
rules which need not conform to statute
law.
Nothing adds so much to the strength,
dignity, and status of a profession as the
strict enforcement of rigid rules of ad
mission. If members are to be admitted
without examination long after the early
need for their being lax has passed, if
the rules have been relaxed from reasons
of expediency and are not soon there
after strictly enforced, most of the value
of examinations is lost, and the profes
sion suffers accordingly.
The foregoing may or may not be an
argument for legislative sanction. In
some cases examinations prescribed by
law are insisted upon without excep
tion. In other cases statutory examina
tions are a farce. In the case of societies
the situation is precisely the same.
I am inclined to believe that on the
whole, where there is only one society
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in a community and it is recognized by
the profession, its standards for exam
inations will be higher than those im
posed by law. Where there is competi
tion, standards are apt to decline.
When a society can be recognized as
in control of the ethical and profes
sional standards of the profession as a
whole, it is quite feasible that recogni
tion should take a practical and useful
form, such as requiring that the accounts
of all public and statutory companies be
certified by the members of the society.
In this way the members retain control of
their own profession, no independence
is yielded, and there is no bureaucratic
control, regulation, or supervision.

Advantages of Compulsory
Registration

The following advantages of com
pulsory registration have been suggest
ed: Compulsory registration may of it
self raise the standards of the profession
in communities where the society is not
in control, or where it has lost prestige
or the confidence of the public. The
doors may not be opened so wide that
the dilution will be harmful. Simul
taneously with registration, new fields
of professional service may be exploited;
all public or quasi-public accounts may
be subjected to the compulsory scrutiny
of the profession. Legal recognition
may raise the tariff or fees or com
pensation.
Disadvantages of Compulsory
Registration

On the other hand, the following dis
advantages of compulsory registration
are suggested: As part of the price of the
enactment of restrictive laws, so many
unqualified persons may be registered
as to lower the standard of the entire
profession. Due to the wider recogni
tion of the profession and the placing of
all on a more common level, the fees of
the more qualified may be lowered and
the fees of the less qualified be increased.
State jurisdiction, which usually results
in bureaucratic control, rather tends to
equality among members at the expense
of efficiency and initiative. The profes
sion may lose most of its independence.
The professions which have had com
pulsory registration have appeared to
gain little in public esteem or pecuniarily
thereby, whereas the accounting pro
fession has grown rapidly in prestige
and wealth without registration.
Unless legislation takes the form of
restricting practice to those who receive
governmental licenses, it would seem
that beyond the educational stimulus I

have referred to there are few advantages
and many disadvantages in the granting
of an almost meaningless title.
After all, legislation means little else
than the power to discipline malprac
titioners. This, I believe, can better be
done by the profession acting under its
own rules and using its own machinery
than under state control with its in
evitable political influence and action.
But for effective control and discipline,
there can be only one society or organ
ization in each geographical district.
When there is a truly representative
organization to which all reputable
practitioners are eligible, which fixes
wise standards of admission, which dis
ciplines without fear or favor all mem
bers who violate the ethics of the pro
fession, which promotes reforms in all
measures that affect our welfare, and
which in general elevates the standards
of service, integrity, honor, and cour
tesy and cherishes the spirit of brother
hood among its members, then its
highest ideals will have been accom
plished. It will cooperate with other
organizations, but nevertheless preserve
and develop its independent action,
responsibility, and opportunity for pub
lic service.
In any event, legislation affecting the
profession should be watched and fostered
or opposed by societies of accountants
acting privately and accountable only
to the members of the profession.

Mrs. Elsie Lawson,
Assistant Cashier
RS. Elsie Lawson has been ap

pointed assistant cashier of the
MFarmers
’ Loan & Trust Company. This

is the first time in the history of this
institution that a woman has held such
a position, and one of the few cases in
which a woman has held an executive
position with a Wall Street bank.
Mrs. Lawson has been connected with
the Farmers’ Loan & Trust Company
for seventeen years, having served in
many capacities.
Mrs. Lawson’s appointment disproves
the idea held in some quarters that a
banking career for a woman leads only
to a “blind alley.’’

HENRY KAPLAN, a graduate of Pace
Institute, has received his C.P.A. certi
ficate of New York.
JOHN W. PATTEN, a former student
of Pace Institute, has been appointed
controller for Schieffelin & Co., Inc.,
wholesale druggists, located at 171
William Street, New York.

A Review of Vocational Principles
Suggestions as to Academic and Occupational
Training
Learn to Cooperate
Overtime
Study Essential to Success
N THIS article, a summary will be
made of the vocational principles
that have been discussed in this
magazine at various times.
Conditions with regard to general
education can be summed up by the
statement that two people out of a
hundred have the advantage of a college
education, ten people out of a hundred
have high-school education without
college work, and eighty-eight people
out of a hundred have something less
than high-school training.

I

The Educated Group
Nothing less than entry into the
educated group—the twelve per cent.
group of our population—assures an
educational basis sufficient for success
in business or in a profession. The
time is long gone by when it is practi
cable for a young man or young woman
to enter salaried employment with any
hope for worth-while advancement un
less he or she possesses a high-school
education—a knowledge of English,
such as that required in high school,
and the coincident mental training and
knowledge which come from related
studies in the natural and social sciences,
in mathematics, and in the languages.
Such training as this is now required
as a matter of course in the professions
and in many office positions.
Admittedly, many a person by
fortuitous circumstance, has not been
able to complete formal high-school
education, and finds himself with some
thing less in the way of general educa
tion than that possessed by the high
school graduate. A deficiency of this
kind, fortunately, can be remedied, even
though a person is holding a position
that fully occupies the working day.
The state of New York, through its
Regents’ system, and other states as
well, make provision for examinations
by which, through preparation by selfstudy or by study in evening schools,
the candidate can obtain academic
credits. Seventy-two Regents’ counts
in New York are considered the equiva
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lent of high-school education and can
be used with the higher institutions of
learning in this state for admission
purposes.
Pace Institute has been instrumental
in helping to work out study programs,
during the last twenty years, for
thousands of men and women who have
desired to remedy their educational deficiencies, and many of them have
entered the twelve-per-cent. group—
the group from which the majority of
the leaders in the professions and in
business are bound to come during the
next generation.

General Education Insufficient
In addition to general education, a
person needs technical or occupational
training in order properly to perform
the duties of a particular profession or
occupation. The stenographer, for ex
ample, must have, in addition to a good
general education, special training in
shorthand and typing; a bookkeeper
must have training in the theory and
practice of double entry; the public
accountant must acquire a knowledge
of accounting, auditing, law, and organ
ization; the engineer must acquire
engineering technique; the lawyer must
prepare for practice by study in a pro
fessional school of law; and so on. We
live in an era of specialized tasks and of
occupational education.
In the great majority of instances,
occupational education can be obtained
by evening study carried on in conjunc
tion with daytime duties. Evening
courses are provided by the public
schools, by the universities, and by
private schools in every city in the
country, in order to meet the vast de
mand for training of this kind. This
kind of educational work is peculiarly
American in its origin, and in no other
country are there such large numbers of
men and women engaged in overtime
study. A great many of the important
business organizations either conduct
courses in schools of their own, or en
courage, by the payment of tuition and

otherwise, their employees to attend
the courses available in regular night
schools. The theory of the classroom
is thus acquired while experience is
being obtained in the actual affairs of
life—a happy and productive character
istic of American life.
Overtime Study Vital
It is a commonplace, nowadays, for
the young man or young woman in
business to undertake courses for the
purpose of improving his or her work
capacity. The person who is not carry
ing along work of this kind is not only
losing an opportunity to increase his
earning ability, but is losing out in a
competition in which many of his co
workers will have the advantage ob
tained by occupational study. There is
in every organization a close relation
between self-development by study and
advancement. The most desirable op
portunities almost invariably come to
the employee who has the energy and
vision to study as well as to work.

The Proprietorship Type of Mind
If the employee, no matter whether
he is in a minor position or has been
advanced to a position further up the
line of vocational ascent, can develop a
“proprietorship” type of mind, he will
easily capitalize on all the investment
that he makes in evening study and
upon his experience in the job. The
proprietorship state of mind is the
attitude of mind that induces the em
ployee to look upon his employer’s
business as though it were his own
business, and to perform the organ
ization task, no matter what it may be,
as though it were his own personal
task. An employee often makes the
mistake of looking upon his employer,
individual or corporation as the case
may be, as an antagonistic interest—an
interest from which the most possible
is to be taken, and to which the least
possible is to be given. If this antago
nistic attitude of mind develops, it
manifests itself in various ways and
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almost certainly keeps its possessor back
from advancement and ultimate owner
ship. The proprietorship state of mind
can be cultivated and developed and is
just as certain to be recognized as is the
ability to do well a specific task. It is, of
course, closely associated with loyalty
and is a prime quality of success.

Cooperation Essential
The capacity and willingness to co
operate is another vocational virtue—a
quality that helps an employee to make
good in the team-work of the modern
business. In order to succeed, a person
must work harmoniously and effectively
with the people with whom he comes
in contact—both with the people inside
his organization and with the people
outside the organization with whom
the organization comes in contact. He
must work well with those who are
his equal in rank; he must be, in these
days of industrial democracy, fairly
acceptable to those who work under
his direction; and he must cooperate
heartily with his superiors in the
achievement of any work object which
the organization has set for itself.
There is no place on the baseball team
or in a business organization for a
person who is not willing to do his
allotted share of the job with good
nature and in hearty cooperation with
all the other persons on the team or in
the organization. Advancement de
pends always upon the opinion of other
people, and the person who is noncooperative is not held in good repute
by his fellows and must pay for his
grouchiness by limitation of work, op
portunity, and income. The cooperative
spirit is just as much a necessity for
advancement as is the proprietorship
state of mind and technical ability.
Be Business-like
Whenever conditions of employment
are not fully satisfactory, either with
respect to work or income, the matter
should be handled between employer
and employee on the basis of full and
frank discussion. The employee should
not withhold his honest views and then
attempt to negotiate for advancement
by delivering an ultimatum that if he
is not given the desired advancement
he will leave. On the other hand, the
employer should not attempt to enforce
discipline or to obtain work results by
fines or threats of dismissal. Periodi
cally, the employee and employer
should talk over their business relation
and bring it to a mutually satisfactory
basis.
When a vocational change must be
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not have great difficulty, in these days
of classified advertising pages and effi
cient placement agencies, in making a
change. If, on the other hand, he has
moved along for years without develop
ing his general abilities and his worth
consists principally of a knowledge of
the business of which he has long been
a part, his problem is much more
difficult. In any event, he should
approach the matter in a business-like
fashion and hold himself available for
the best opportunity that presents
itself.

John R. Wildman,
of Haskins & Sells,
says:

LIMITED examinations

as a type
are the bane of an accountant’s
existence. Taking the position that he
may not refuse to serve anyone who
LILLIAN GREENE
seeks his services legitimately, the ac
countant sometimes undertakes to make
ARELY does a student re
a limited examination in which the
ceive the honors accorded Miss
Lillian Greene, daughter of Samuel work is confined to a verification of cer
tain items only, or only a partial verifi
Greene, Face graduate and auditor of
cation of some of these items. The
Chubb & Son, Insurance Brokers,
restrictions are placed upon the account
who was graduated this spring from
ant by the client, the client’s motive
the College for Women at New Bruns
usually being to keep down the expense.
wick, New Jersey.
Cases have been known where reports
Miss Greene, who was a member of
on limited examinations have been
the “Philalethean Club," an honor
issued for home consumption, as it were,
ary literary society, received in addi
only to be used later in seeking bank or
tion to other coveted honors, the key
commercial credit or in supporting such
of Phi Beta Kappa. Membership in
lines already established.
this society is limited to students of
“Certified public accountants need
the highest academic ability. In fact,
the co-operation of credit men in elimin
Miss Greene was an honor student
ating engagements which call for ser
throughout her entire college course.
vice of this type. An experience or two
Active in many extra-curriculum af
of having such reports rejected as being
fairs, she was a constant contributor
of no value for credit purposes, will
to the "Campus News," the college
help to educate clients to the necessity
weekly newspaper.
of procuring for credit purposes general
audit reports with unqualified certifi
Miss Greene is a worthy successor,
cates
under engagements in which the
in study achievements, to her father,
accountant is permitted to satisfy him
who at the age of 40, after 22 years
self reasonably as to the accuracy of the
bookkeeping experience, enrolled in the
financial results, as well as transactions
Pace Course, was graduated three years
leading to such results.
later, and has achieved distinction in
“Finally, it seems we are forced to
management and accountancy.
the conclusion that the art of interpreta
tion is in its infancy. Relatively little
is known concerning it. The subject
made by reason of limitation of the is full of possibilities. As it is further
business of the organization, or com developed, it will prove increasingly
mercial set-backs, or for any other useful in the matter of credit, invest
reason, it should be made by the em ment, management, and administration,
ployee with punctilious regard for his and to the various other purposes which
employer’s interests. If the employee financial statements serve.’’—From
has built up, by reason of overtime Bulletin of New York Credit Men's Associa
study, a general market value, he will tion.
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Is Profit from the Sale of
Your Residence Taxable?
Discussion of the Principles Involved
Presentation of Regulations
ET us consider the case of Smith and

Let us discuss the reason for this

at a profit. Each bought his house five
years ago. Smith bought his house for
a personal residence and immediately
moved into it. Jones had some surplus
funds and bought his house as a specu
lation. Pending the sale, he expected
to rent the house and secure an annual
income through that means, and did
rent the house for four years. He then
decided to occupy the house himself as
a residence, and moved in. What is the
result from the federal income tax view
point—is the profit taxable?
Unfortunately, yes. The United
States Supreme Court has stated that
income is "the gain derived from capi
tal, from labor, or from both combined,
provided that it be understood to in
clude profit from the sale or conversion
of capital assets.” (Eisner v. Macom
ber, 151 U. S. 189.) Since the profit
on the sale of a residence is gain derived
from capital which was invested in the
residence, the profit from the transac
tion falls within the Supreme Court’s
definition of income, and as such may
properly be made the subject of taxa
tion under the present statute.
The tax is imposed on the profit from
the sale of the property in the instance
of both Smith and Jones, by section
203 (a) of the Revenue Act of 1926,
which provides in part as follows:
“Upon the sale or exchange of
property, the entire amount of gain
or loss * * * shall be recognized,
except as hereinafter provided in this
section.”
There is nothing in this section
which exempts from the imposition of
tax the profit arising from the sale of
residence property; hence, the profit is
taxable.
But suppose both Smith and Jones
had sold their respective properties at a
loss. What is the effect of a loss on the
determination of federal income tax—
may the loss be deducted? Strangely
enough, Jones’ loss may be deducted,
but Smith’s loss may not be deducted.

to the Constitution gives Congress
power to tax income from whatever
source derived, and without inquiry into
the source of the income. As has been
indicated, the Supreme Court has stated
that income is the gain derived from
capital, from labor, or from both
combined.
This is the basic conception of income
as used for federal income tax purposes.
It does not give the taxpayer the right
to deduct from his income—by which
we mean, generally speaking, his gross
income—any items of loss or expense.
As a matter of policy and of equity,
however, Congress has permitted the
taxpayer to deduct from his income
certain items of losses, as well as
expenses.
It must be understood, however, that
a taxpayer may deduct from his gross
income only those losses which are
specified by the income tax law. The
Revenue Act of 1926 lists only three
classes of losses that may be offset
against the taxpayer’s gross income.
These losses are as follows:
Losses sustained during the taxable
year and not compensated for by
insurance or otherwise, if incurred
in trade or business.
Losses sustained during the taxable
year and not compensated by in
surance or otherwise, if incurred
in any transaction entered into for
profit, though not connected with
the trade or business * * *
Loss sustained during the taxable
year on property not connected
with the trade or business * * * if
arising from fire, storm, shipwreck,
or other casualty, or from theft,
and if not compensated for by
insurance or otherwise.
With the foregoing in mind, let the
solicitor of internal revenue tell us why
Smith may not deduct his loss on the
tax return, whereas Jones may deduct
it. The solicitor’s statement is con
tained in Solicitor’s Opinion 789, which

the case of Jones, each of whom seeming inconsistency.
Lsold
his residence during the year 1926 First of all, the sixteenth amendment

was published in 1919 on page 117 of
Cumulative Bulletin 1, issued by the
Bureau of Internal Revenue. The
opinion discussed the matter as applied
to the provisions of the Revenue Act
of 1918. The provisions of the Revenue
Act of 1926 in this connection are the
same as those of the Revenue Act of
1918, and for that reason the opinion
may be considered as equally applicable
under the present law. The opinion is
quoted in full below:
“The question is presented whether
a loss sustained by an individual in
the sale of residential property is
deductible from gross income in
arriving at his net income for purposes
of the income tax imposed by the
Revenue Act of 1918.
“If such a loss is deductible at all,
it is so by reason of the provision
contained in subdivision (5) of sec
tion 214 (a) of the Act, which
provides for a deduction of—
“Losses sustained during the tax
able year and not compensated for by
insurance or otherwise, if incurred in
any transaction entered into for profit,
though not connected with the trade
or business.
“The expression ‘transaction en
tered into for profit’ clearly means a
complete business venture from in
ception to conclusion. The deduc
tion allowed is for losses sustained in
any transaction ‘entered into’ for
profit. The intent to make a profit
must have existed at the commence
ment of the enterprise or the right to
deduct losses incurred not within the
contemplation of the statute. To
construe the words ‘transaction en
tered into for profit’ as referring only
to the conclusion of the venture—
that is, the sale of the property—
would result in a practical nullifica
tion of the statute.
“Few, if any, transactions are ‘en
tered into’ other than for profit of
some kind, but clearly the profit
contemplated by the statute is to be
pecuniary in character and not simply
the pleasure or recreation of the in
dividual, such as his private residence
must be to him.
“Whether a loss incurred in the
sale of residential property is deduc
tible in arriving at net income must
be determined by the object or intent
of the individual in buying or con
structing the property. This is a
question of fact and is to be deter
mined, like any other question of
fact, by evidence. If the residential
property be held by the purchaser
out of use or under tenancy and be
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At the end of fifty weeks the bor
rower will have paid in full for the
certificate. Two weeks later the note
that he has given to the bank becomes
due. The borrower may then either
withdraw the amount paid in against
the certificate and apply the with
drawal to the liquidation of the indebt
edness; or he may sign a transfer con
tract, by which the amount due him on
the certificate is offset against the
amount of his note.
It will be seen that in effect the instal
ment investment certificate is merely a
means whereby the borrower accumu
lates by weekly installments an amount
with the bank sufficient to liquidate the
the note at maturity. In the event that
the borrower fails to make the weekly
payment, he is subject to a fine of five
cents on each dollar in arrears. In New
York the fine is a matter of statutory
enactment, but it is provided that the
aggregate amounts of fines shall not
exceed one per cent of the amount of
the loan.
Usually the borrower, when receiv
ing the loan, is also given a small book
N interesting development of mod is prescribed by statute. The investiga containing fifty coupons. Each coupon
ern banking is portrayed by the tion fees are as follows:
is plainly stamped or perforated with
industrial bank. The purpose of the
the amount of the instalment payment
industrial bank is to provide credit
For a loan of $50 the fee is................. $1
to be made. When the borrower makes
For a loan of $100 the fee is...........................2.’ payment on his weekly instalment, the
facilities to the small business man,
For a loan of $150 the fee is................ 3
wage earner, or professional man, who
receiving teller in the bank clips one
For a loan of $2.00 the fee is................... 4
has only limited banking facilities or no
of the coupons and stamps it paid.
For a loan of $2.50 the fee is................. 5
banking facilities or connections at all.
For a loan in excess of $2.50 the fee is $5
The coupon is thereafter used for book
plus one per cent. on the amount in
By providing credit to this class of
keeping purposes. The plan is similar
excess of $2.50.
people, it tends to eliminate the soto that which is used in connection
called “loan shark.”
with the so-called “Christmas fund’’
The industrial bank is organized in In no case, however, may the charge book of coupons, with which the reader
corporate form; and the earnings, as in exceed the sum of $20 on one loan. is no doubt familiar.
The industrial bank is oftentimes
practically all other forms of corporate Thus, loans for $1,750 to $5,000 are
confused with the “credit union.” It
organization, accrue to the benefit of charged an investigation fee of $zo.
Some borrowers give collateral,which differs from the credit union in the
the stockholders. In addition to the
capital investment, however, the indus may consist of the bank’s own certifi method of organization, and in the
trial bank issues obligations, known cates, liberty bonds, savings bank ac manner of distribution of its earnings.
as “full paid certificates,” which are counts, and securities that are listed on The industrial bank, as has been stated,
sold to the public for cash. These the stock exchange. If the industrial is a private corporation, and its earn
certificates bear interest at a designated bank securities or liberty bonds are ings accrue to the benefit of its stock
rate per annum and are usually issued given as collateral, the investigation holders. Furthermore, the industrial
in denominations running from $50 to fee is dispensed with; and in the event bank will loan to any person who can
$1,000. For those who are unable to that savings bank accounts or listed furnish the necessary references and
pay for the certificates outright, pro securities are given as collateral, the other credentials. In credit unions, the
vision is usually made to enable these investigation fees mentioned are organization is limited to members
who subscribe to shares of stock, which
certificates to be purchased on an install reduced.
The peculiar feature attaching to the form the basis for their loans; and the
ment basis. The certificates may usually
be cashed on twenty-four hours’ notice loan is that the borrower, in addition loans are made only to members. The
after the expiration of thirty days, and to signing the usual note, signs a form earnings are distributed to the various
the bank usually retains the option of known as an “instalment investment shareholders on a share-holding basis.
redeeming these certificates at any time. certificate.” The terms of this certifi Excerpt from graduation thesis of Maurice
Loans are made by the industrial cate are to the effect that the borrower E. Cohen.
bank for periods up to one year, and in agrees to purchase the certificate at the
amounts ranging from $50 to $5,000. rate of $1 a week for a $50 loan; $2. a W. A. HAIST, C.P.A., (N. Y.), has
The legal rate of interest is charged; week for a $100 loan, etc.—in other opened offices at 95 Broad Street, New
and, in addition, the borrower pays an words, that he will make fifty weekly York, for the public practice of Ac
investigation fee, which in New York payments of equal amounts.
countancy.

subsequently sold, there would seem
little room for question that the
transaction was ‘entered into for
profit’ and that the loss, if any, is a
proper deduction in determining net
income. If, on the other hand, the
property is occupied by the pur
chaser as his home during the whole
or a great portion of the period of
his ownership, a strong presumption
is raised that the property was pur
chased for his personal use as a
residence; that the transaction was
not ‘entered into for profit’ within
the meaning of the statute. This
presumption will not be overcome
by his self-serving declaration, un
corroborated, that his purpose was
otherwise.
“An individual claiming deduc
tion for loss incurred in the sale of
residential property should attach to

his return an affidavit stating the
facts as to the purpose and use of the
property in connection with which
loss is claimed and his intent in pur
chasing it, and his affidavit should
be supported by other evidence,
record if possible, showing his in
tent when he entered into the
transaction.
“It is held that a loss sustained by
an individual from the sale of resi
dential property is deductible in
determining net income for purposes
of the Revenue Act of 1918 only when
the property was purchased or con
structed by him with a view to its
subsequent sale for pecuniary profit.
The intent in purchasing or con
structing the property is a question of
fact determinable in each case by
evidence which should be submitted
with the return.’’

Industrial Banking a Recent Development
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that are of common use in railroad ac
Cooperation Between Client counting
and in the preparation of
and Accountant in Filing annual reports.
of Vouchers
Homer S. Pace Says:

more readily found. A simple indexing
system will take care of this apparent
difficulty, and it will be quickly found
that the more logical grouping of the
accounts will facilitate easy reference.
If, in addition to the grouping of
N a recent audit engagement in an
similar items, numbers are used for the
PERSON,
in
his
abilities
and
out-of-town city, it became part of
desires, is a sum-total—each day ledger accounts, several classifications
an auditor’s duty to verify disburse
or subdivisions of a general item may
he
starts his work as a vocational summents supported by vouchers. All of
be given the same number, to which a
the vouchers covering disbursements total of all his previous experiences and mnemonic symbol may be appended.
for the year under review had been training. If he has come into merchan Thus, if the number 39 be given to
filed alphabetically and had been bound dising early and worked at it contin branch control accounts, the control
uously, his sum-total includes ideals,
in folders made out in the name of the desires,
and the like that are connected accounts for branches in various cities
creditors. These same vouchers had
with
merchandising.
If he has studied may be followed by initials or abbre
been recorded in numerical sequence
and
taught
for
a
number
of years, he has, viations to indicate the specific city.
in the voucher register.
By a method such as this, the common
of
course,
a
different
sum-total,
and his
In order to verify the vouchers, it
fault of providing more than one ac
desires
and
views
naturally
conform
to
was necessary, therefore, to inspect an
count for the same type of item will be
entry in the voucher register, go to the his teaching experiences. Herein lies to a great extent avoided, because of
the
difficulty
that
a
mature
man
finds
voucher file and procure the voucher to
the fact that all of the accounts covering
be examined, audit the voucher, and in somersaulting from one calling into assets or liabilities of the same nature
another
of
a
distinctly
different
type.
return it to the file. All of this work
will be found in the same section of
involved the expenditure of a substan His teaching sum-total is not easily the ledger; and if no account is found
adapted
to
a
merchandising
sum-total.
tial amount of time, which would not
in that section to record a particular
have been necessary if the vouchers had For this reason, a radical vocational transaction, there is the reasonable
change
is
rarely
made
successfully
after
been filed in numerical sequence instead
assurance that a new account may be
a man is thirty years of age.”
of in alphabetical sequence.
provided without duplication.
Where a voucher system is in use, it
is the generally preferred practice to Arrangement of Accounts
The firm of PACE & PACE announces
file the supporting documents in the
the
admission to the partnership of MR.
in
the
Ledger
same sequence in which entries are
ERNEST R. WILDBRETT, C. P. A.
made in the books of original entry,
F the accounts are arranged in the Mr. Wildbrett will continue to give his
not only to facilitate reference, but also
ledger in the sequence in which they undivided attention to accountancy
to enable auditors, whose services are
are to appear upon the statements, all practice.
paid for at relatively greater rates per
period than employees, to save time in of the current-asset items will be found
the performance of their work. In this in the same section of the ledger, as will DWIGHT W. BURNHAM, C. P. A.,
particular case, no great amount of all the items of capital assets, deferred and MAURICE A. MARTIN, C. P. A.,
time would have been lost had the charges, current liabilities, and the like. of the firm of D. W. Burnham and Com
vouchers been filed numerically, and Objection may be made to this arrange pany, announce the removal of their
indexed as a separate matter, if infor ment because under an alphabetical offices to the Vermont Building, 1103
mation with respect to total business system of arrangement accounts are Vermont Avenue, Washington, D. C.
done with creditors was of value.
The incident above outlined is re
ferred to chiefly because it serves as an
indication of what can be done by
proper cooperation between auditors
and their clients with a view to cutting
down unnecessary work on the part of
first regular Fall meeting of the Pace Alumni Association will
the auditors without great incon
venience to the clients.
be held on Saturday, September 2.5, at the Machinery Club,

I

A

I

PACE ALUMNI ASSOCIATION

Glossary of Railroad
Accounting Terms
VALUABLE glossary of terms used

50 Church Street, New York. Plans are now being made to start
the season with an unusually interesting program. A speaker of
national prominence, Cordes and Marks, and songs by Joe Myer
will be among the features.

reports has been adopted
Abyin railroad
the Railway Accounting Officers’
Association, and will be published in
an annual summary of the Association
known as the Railway Accounting
Procedure. The glossary was prepared
by H. D. Chamberlain, chairman of
the Committee on Statistics, and in
cludes more than two hundred items

A more detailed announcement, and the name of the speaker will
appear in an early issue of The Pace Student.

F. M. Schaeberle, Executive Secretary

Officers of Accountants' Organizations
American Institute of Accountants
President, William H. West............................................................. 40 Rector Street, New York
Vice-Presidents, John F. Forbes.............................. 103 Crocker Bldg., San Francisco, Calif.

Frederick A. Ross..............................................366 Madison Avenue, New York
Treasurer, Arthur W. Teele.............................................................
120 Broadway, New York
Secretary, A. P. Richardson............................................................. 135 Cedar Street, New York

American Society of Certified Public Accountants
President, Harry E. Lunsford
Vice-Presidents, Charles Hecht

....
1003 Pioneer Trust Bldg., Kansas City, Mo.
.
Johns-Manville Bldg., 292 Madison Avenue, New York
Edwin L. Pride..............................................40 Central Bldg., Boston, Mass.
A. Lee Rawlings..................................................... 407 Law Bldg., Norfolk, Va.
Harry B. Scott...................................... Farmers Bank Bldg., Pittsburgh, Pa.
H. Ivor Thomas...................................... 2.2.0 Bartlett Bldg., Los Angeles, Calif.
Secretary, W. L. Harrison...................................... 72.6 Woodward Bldg., Washington, D. C.
Treasurer, James A. Councilor.............................. 426 Woodward Bldg., Washington, D. C.

National Association of Cost Accountants
Scovell, Wellington & Co., Boston, Mass.
The Duchess Mfg. Co., Poughkeepsie, New York
Castenholz, Johnson, Block & Rothing, Chicago, Ill.
Vice-President United States Rubber Co., New York
130 West 42nd Street, New York

President, C. H. Scovell .
Vice-Presidents, F. L. Sweetser

W. B. Castenholz.
Treasurer, Wm. O. Cutter
Secretary, Stuart C. McLeod .

New York State Society of Certified Public Accountants
President, Joseph J. Klein .
First Vice-President, P. W. R. Glover .
Second Vice-President, Norman E. Webster
Treasurer, Harold A. Wythes.
Secretary, Martin Kortjohn .

. 19 West 44th Street,
. 120 Broadway,
60 Broadway,
50 Church Street,
15 Park Row,

New
New
New
New
New

York
York
York
York
York

The Society of Certified Public Accountants
of the State of New Jersey
President, James F. Hughes............................................................. 110 William Street, New York
Vice-Presidents, M. E. Peloubet............................................................. 2.5 Broadway, New York

T. A. Crane.................................................................... 120 Broadway, New York
Secretary, J. E. Flink.....................................................
31 Clinton Street, Newark, New Jersey
Treasurer, Morris J. Hoenig..............................................9 Clinton Street, Newark, New Jersey

American Association of University Instructors in Accounting
President, Edward J. Filbey .
Vice-Presidents, J. Hugh Jackson

.

David Himmelblau
William S. Krebs .
Secretary-Treasurer, Howard C. Greer

. University
Harvard
Northwestern
Washington
. Ohio State

of Illinois
University
University
University
University

Practicality marks from the
very beginning the Account
ancy instruction at Pace Institute—
a practicality obtained by the use
of progressive work assignments which are
taken from actual practice and which support
at every step the sound theory taught in the classroom—
a practicality that early discloses itself in the improvement in
the character of the work of the junior and the bookkeeper.
And the broad concepts of law, of accounting, of valuation, of organization,
of finance—of all these subjects and others—acquired by the Institute
student, man or woman, provide the basis for the larger responsibilities of
executive work and independent practice later on. “Pace Institute Men" is
an informative book of biographical sketches of men who have attained
influence and standing in Accountancy and Business—men who once stood inquir
ingly, as perhaps you now stand, at the portals of Accountancy. Their experiences,
as detailed in this book, available for the asking, may be of genuine help.
In August, September, and October, classes both day and evening, will be forming
at the Institute until the Freshman fall enrolment of 1,000 students is completed.
Application for registration should be made soon—the early classes are already
largely enrolled.
Extension (correspondence) instruction is available for students who cannot arrange
to attend the resident school—trial instruction for one month is available for $7.00
without further obligation.

PACE INSTITUTE
30 Church Street

New York

